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Some Pointers on the Use of Consultants 


ORE consultants will be used by 

more companies this year than 
ever before. Yet to many managers, 
“an industrial engineering consultant 
is just a time study clerk out of a job.” 
Unfortunately that’s often true. Of 
course, there are good consultants, and 
plenty of plants report real benefits 
from consulting services. But many a 
firm has been taken to the cleaners in- 
stead of having its problems cleaned 
up. 

To help management to sidestep 
costly errors in this regard, Modern 
Industry asked a large group of con- 
sultants and management men who 
have had experience with consultants, 
“How can management get the right 
consultant and secure full value for its 
dollars?” Here is the advice they offer 
from both sides of the fence: 

1. Defining the problem. Successful 
use of consultants starts with the 
problem. The more time you spend in 
defining the basic area in which your 
company’s problem lies (production 
methods, personnel, etc.), the less cost 
in having it solved. The first step in 
hiring a consultant is to decide why 
one is needed, and put it down in 
writing. 

Decide also what benefits you ex- 
pect to obtain. This provides a goal 
and a yardstick for judging the con- 
sultant’s cost estimate. Then make 
sure the problem can’t be handled by 
company personnel. 

2. Paving the way. Often over- 
looked is the current level of plant ef- 
ficiency. Many a manager has doubled 
or trebled his consulting bill simply 
because he didn’t put his own house in 


order before calling the consultant. A 
good wage-incentive system, for exam- 
ple, cannot be installed until after jobs 
have been evaluated, methods set, and 
tools made available. The consultant 
can and will do these jobs, too. But if 
he is to do them, that fact should be 
recognized, for it will take longer and 
cost more than just a wage incentive 
system. 

Another point: Take the entire staff 
into your confidence as early as possi- 
ble. Tell them why a consultant is 
being hired and what he will do. Faced 
by a mysterious intruder; even the best 
of men may start worrying about the 
job—and slinging mud in the consul- 
tant’s direction. And shop workers 
who think of him as a management 
“spy” or “efficiency expert” won't 
cooperate. 

3. Making the choice. In compiling 
a list of candidates for your consult- 
ing job, try the local chamber of com- 
merce, banks, the Better Business 
Bureau, the Association of Consulting 
Management Engineers (347 Madison 
Avenue, New York, N. Y.), and simi- 
lar sources. You want to be at least 
as careful in hiring a consultant as in 
adding a new staff member, so find out 
about his training, obtain and check 
his references. Query his clients of 
two or three years ago. Current clients 
are almost always satisfied, but it’s 
what happens a year or two later that 
really counts. 

Size of consulting firms seems to 
make little difference. Good work is 
done by both large and small organiza- 
tions and there are arguments in favor 
of each. In any case, you should in- 
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sist on meeting the engineer who will 
work with you. Investigate him per- 
sonally as well as his firm. Spend 
enough time with each candidate so 
that you’ll know his general philosophy 
of business and feel sure he will get 
along with your staff. 

4, Setting the price. The pressing 
questions are how much to pay and 
what guarantees to obtain. Taking the 
second problem first, almost the only 
guarantee you have is the reliability of 
the consultant himself. Jobs done on 
a “pay me if you like it” basis are 
rarely successful. 

Few if any consultants work on a 
flat-fee basis, and most of them try to 
leave fees an open question. However, 
you can and should get an estimate. 
One company president says, “Get an 
estimate and then double it in your 
own mind.” Estimates aren’t always 
realistic, yet “something is better than 
nothing.” 

Fees run from $50 a day for young 

engineers to $150 a day for partners. 
A few consultants work on a per cent 
of savings basis but most people agree 
it’s not always a good idea. Savings 
on job evaluation and the like are diffi- 
cult when not impossible to calculate 
and in other cases there may be almost 
no limit to the size of the fee. 
' Prime point is to get an estimate 
down in black and white. Experts 
agree that much grief can be avoided 
if the type of work to be done, the 
number of engineers assigned to work 
on it, estimated length of the job, and 
estimated cost for the job, are all 
spelled out. 

5. Following through. Manage- 
ment’s responsibility doesn’t end with 
signing the contract. First, the con- 
sultant should be given the chance to 
get the facts. Many complain, for ex- 
ample, that designers create products 
“that defy manufacture” or at least 
can’t be made economically. Perhaps 
the designer never really saw the plant. 
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The consultant will need the help 
of plant personnel and may want sev- 
eral men assigned to him. He should 
be able to use plant personnel for leg- 
work, too. Ideally, the consultant is 
like a doctor who visits the plant regu- 
larly to give necessary treatments; not 
a full-time nurse. The men assigned 
to the consultant must be good, not just 
the nearest available. One consultant 
says, “Don’t give me the men you can 
spare. Give me the ones too valuable 
to be spared and I'll give you top- 
notch service.” 

Some managers complain they have 
to spend too much time with the con- 
sultant. Actually that’s the only way to 
get full value from his services. 
Chances are that if you shove the job 
off your desk into the consultant’s lap, 
you'll be dissatisfied with results. 

Finally, management must end the 
job. In the words of one consultant, 
“It’s the hardest thing in the world for 
the most honest consultant to decide at 
what point he stops working for the 
client and starts working for himself.” 
Another consultant suggests you keep 
your consultant until you have all you 
can digest. Then stop for a while. You 
can rehire him later when you’ve put 
his first recommendations into prac- 
tice. 

It’s up to management to put into 
practice and keep up to date the con- 
sultant’s recommendations. Many jobs 
are unsatisfactory only because man- 
agement let things slide after the con- 
sultant left. Particularly in wage 
incentive systems, neglected time stan- 
dards can ruin a good system. 

Consultants are necessary. They can 
be valuable. Alert management using 
care in selection and thoroughness in 
follow-up need not be afraid to invite 
them to prescribe for a wide variety of 
corporate ailments. 

Modern Industry, June 15, 1948, p. 
54:7. 
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Are Profits 


ANY people believe that profits 
are too high. The CIO has called 
them “extortionate” and demands “‘sub- 
stantial” wage increases at the expense 
of profits, which in 1947 reached an all- 
time high—$17.5 billion after taxes 
compared to $12.5 in 1946. Last year 
industry added 1,600,000 to the payroll 
and increased output 5 per cent in its 
race with the consumer, who spent over 
$20 billion (14 per cent) more than in 
1946 for industry’s goods. As prices 
went up, profits also rose. 

I believe that profits on the whole in 
1947 were not excessive and I question 
whether wages can be increased under 
present conditions without a rise in 
prices instead of a reduction in profits. 
Large as profits were in 1947, they were 
not large in relation to the size of 
product—7.4 per cent, compared to 8.1 
per cent in 1929 and 7.6 per cent in 
1940. In terms of the sales dollar (5.8 
cents), they were less than in 1929 (6.1 
cents) and more than in 1940 (4.8 
cents). This means that 1947 profits 
were mainly the result of sales volume 
rather than of a wider spread between 
selling prices and costs. 

We must remember that the country 
is growing and that prewar magnitudes 
often have little relevance in measuring 
current performance. The nation has 
added 22 millions to its population since 
1929 and 12 millions since 1940—or 
roughly the population of a Canada 
since 1940, and of two Canadas since 
1929. 

What yardstick, then, can be used in 
judging the magnitude of profits? 
Since a vital function of profits is to 
provide industry with capital, judgment 
of their adequacy depends on how fast 
we wish industry to grow. At present, 
industry is in urgent need of huge 
amounts of additional capital. First of 
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all, the flow of capital since 1929 has 
been abnormally slow—$1.14 a year 
since 1929 for every dollar of equip- 
ment worn out compared to $1.75 in 
the 50 years preceding 1929. Second, 
the labor force is greater by 10 million 
than in 1929 and by about four and a 
half million over 1940. This concurrent 
shrinkage of investment and expansion 
of labor force reduced plant and equip- 
ment per employee some 9 per cent 
between 1929 and 1947 to slightly less 
than the ratio prevailing in 1919. 

Were 1947 profits sufficiently attract- 
ive to bring new capital into industry? 
The answer is emphatically no. Only 
$4.1 billion of the $26.7 billion spent 
last year on expansion came from the 
sale of securities to the public. Of this, 
less than a third came from the sale of 
stock. In other words, less than 5 per 
cent of last year’s industrial capital 
came from the sale of stock. About 60 
per cent came from inside the enter- 
prises themselves—from depreciation 
allowances, sale of government securi- 
ties, and reinvestment of profits. 

With individual savings in the form 
of securities, bank deposits, insurance, 
and real estate increased in 1947 by 
$14.4 billion, less than one-tenth (1.3 
billion) went to equity issues of Amer- 
ican corporations. This, of course, does 
not prove that profits in 1947 were too 
low, since the willingness of people to 
buy stock depends on their feelings 
about the long-run outlook for earnings 


year. It is difficult, however, to argue 
that profits which attract only a small 
amount of outside capital into industry 
are “exorbitant.” 

Though profits failed to induce in- 
vestment of much equity money into 
industry, they did supply industry with 
large capital funds. Profits, in fact, 
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were its largest single source of capital 
funds. Over three-fifths of the profits 
realized by industry in 1947 were 
plowed back into the business—less 
than two-fifths distributed as stock- 
holder dividends. Despite retention of 
profits, however, enterprises were 
forced to borrow heavily from banks. 

This great dependence of industry 
upon profits for capital is nothing new. 
Rarely has industry had much success 
in selling stock to the general public, 
which finds demand deposits, real es- 
tate, insurance, and government securi- 
ties far more attractive as investment 
outlets. The record as far back as 1895 
shows that the sale of stock to the 
public has supplied American industry 
with less than half its capital. 

But if savers could be induced to put 
as much as a third of their savings into 
common or preferred stocks, industry 
would be far less dependent on plowed- 
back earnings. The question is, how 
can their reluctance be overcome? 
Many people believe that the secret of 
this reluctance is our high taxes, and 
some special incentive such as elimina- 
tion of the double tax on dividends 
might be helpful here. Furthermore, 
the incentive to Save still more might 
be heightened by permitting savers to 
claim a substantial tax reduction on all 
Income saved. 

Nevertheless, high taxes do not seem 
to be the chief deterrent to heavy pur- 
chases of common stocks by the public. 
Even before taxes became high, cor- 
porate stocks attracted only a small 
fraction of individual savings, while at 
the same time a larger fraction went 
into government bonds, bank accounts 
and real estate. 

Corporate securities, especially com- 
mon stocks, do not seem to satisfy the 
tastes of the individual investor, who 
apparently values security over capital 
gain. If industry is to attract their 
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savings, it must offer investors different 
types of securities from those which it 
has been offering, perhaps some new 
form of preferred or debenture stock 
assuring a minimum return without ex- 
cluding the possibility of capital gain. 

There has been criticism of the large 
reinvestment of profits in industry by 
industry. As a matter of fact, how- 
ever, the country should be thankful 
that over four-fifths of its 1947 profits 
increase was plowed back into industry 
rather than distributed as dividends, for 
industry, instead of holding back pro- 
duction—as it is sometimes accused of 
doing—was spending large amounts to 
increase output. For a short time this 
may divert production emphasis from 
consumer to capital goods, which, of 
course, is inflationary, but as new plant 
is put into operation, the output of 
consumer goods relative to incomes will 
increase. 

In the past eight years consumption 
of consumer goods has nevertheless in- 
creased 31 per cent per capita, with 
lowest income groups faring particular- 
ly well. The lowest fifth of American 
families increased consumption 68 per 
cent; the second lowest, 59 per cent; 
and the highest fifth, 20 per cent. The 
next few years will see a slower rise 
here owing to the 50-billion-dollar 
military program (likely to reach near- 
er a hundred) and to the quantities of 
goods we are committed to send to Eu- 
rope. Consequently, we must increase 
the total output of industry to raise 
living standards. 

Attempts to raise the standard of 
living by wage increases under present 
conditions represent a superficial attack 
upon the problem. Given continuation 
of the need for additional capital on 
the part of industry, it does not seem 
likely that a general wage increase will 
be granted at the expense of profits. If 
unions expect to raise the standard of 
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living of their members by encroaching 
on profits, they will be disappointed— 
at least so long as a strong sellers’ 
market continues. Today the best 
chance for a gain in the standard of 
living is through an increase in the 
total flow of goods. 

Several years from now I think we 
will look back with gratification at the 





large amount of profits industry used 
in 1947 and 1948 to buy more and bet. 
ter plant and equipment. It will then 
be plain that plowing back profits 
helped give America a rising standard 
of living in the face of huge expendi- 
tures on armaments and aid to Europe. 

By SUMNER H. SLIcHTER. The Af- 
lantic Monthly, July, 1948, p. 25:12. 


What's Ahead for Industry if the Cold War Warms Up? 


HIS year the U. S. is spending $18 

billion on the armed forces and 
aid to Europe. Next year the price tag 
will read $22 billion. In 1950-51, as 
the Air Force program. gains momen- 
tum and the men called by draft or 
UMT expand the Army, the bill will 
be bigger. 

Economists who have studied this 
trend are agreed that defense may soon 
reach a turning point critical for indus- 
try and the nation. That is the point 
where mobilization moves from Phase 
I—limited defense—to Phase II—all- 
out defense. Phase I defense produc- 
tion can be piled on civilian production 
without serious disruption—as in 1940- 
41. But Phase II mobilization would 
cut back civilian production to make 
room for increased military production 
before a shooting war broke out. And 
Phase I1I—total mobilization—would 
probably come only after a shooting 
war broke out. 

Strong and unpleasant medicine 
would be in store for Americans as we 
passed from Phase I to Phase II: (1) 
Wages would rise, chiefly in defense 
and highly unionized industries. (2) 
Price controls would come early, fol- 
lowed by rationing and direct controls 
over production. (3) Manpower con- 
trols, clamped on somewhat later, 
would mark the end of free economy 
as it exists today. Tough as these 
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measures sound, the alternative is run- 
away inflation. 

Probably the outstanding feature of 
the economic machine in 1948 is the 
tremendous rate at which it is moving. 
Unemployment of 2 to 2% million is 
about as low as it can get in peacetime. 
Steel mills are producing at top speed, 
yet cannot meet demands. Electric 
power and petroleum production are 
straining every resource to satisfy their 
customers. In almost every line output 
nudges capacity. Where excess capa- 
city does exist, manpower or materials 
shortages forestall increased produc- 
tion. In short, there is no slack left. 
The U. S. today is near the upper limits 
of Phase I mobilization. The amount 
to be spent in 1949 is close to the limit 
the economy can absorb without con- 
trols in some lines. 

There is no way to step up produc- 
tion of everything at once. The man- 
power, materials and plant capacity for 
a substantial increase in military pro- 
duction mean fewer consumer goods. 
Back in 1940-41 civilian and military 
production rose together, so prices re- 
mained steady. In response to double 
bait of more money and more goods, 
military production reached 16 per cent 
of national output in December, 1941. 
Dollar incentives tried today, however, 
would cause trouble in no time. 

The real catch is the inflationary 
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chain reaction that would be touched off 
in today’s economy if the government 
started bidding up wages and prices for 
military goods and manpower. More 
purchasing power coupled with fewer 
consumer goods would exert terrific 
pressure on prices. The biggest battle 
in Phase II mobilization would thus be 
against gross inflation. 

Economists see no need, at least in 
the first stages of Phase II, for drastic 
controls. However, they add, as mili- 
tary production approaches 20 per cent 
of national output (somewhere between 
$40 and $50 billion), more stringent 
action would be called for. Some semi- 
voluntary control might be established 
through taxes and savings bond sales— 
objective, to remove a dollar by taxes 
or bonds for every dollar spent for de- 
fense. But there are acknowledged 
loopholes in such a plan. 

To raise another $5 billion in taxes 
would make the tax load just what it 
was in 1947. But operations on the 
order of $20 or $25 billion over the $22 
billion planned for next year would 
require not only an excess profits tax 
(top practical return is $10 billion), but 
also much larger bites out of individual 
incomes than in World War II. 

Chances for Congressional approval 
of this kind of taxing in peacetime are 
slim indeed. Even if such laws were 
passed, the taxes needed to stem infla- 
tion would discourage manufacturing 


} and slow up the shift of workers from 


civilian to military production. Pre- 
mium wages and premium profits 
would be economic dynamite, with the 


only alternative direct, detailed con- 
trols over manpower and industry. 

A more realistic answer assumes 
that only part of the expanded defense 
program is financed by taxes and bonds 
—the balance borrowed. But defense 
billions would still pour into the econ- 
omy, the specter of runaway inflation 
would still loom near, the call for price 
and wage controls would be as shrill 
as ever. 

Only after prices started upward 
would Congress be likely to adopt sta- 
bilization measures. World War II 
experience shows that about a year 
elapses before the complex machinery 
of control runs with any high degree 
of effectiveness. A number of experi- 
ments would probably be tried—par- 
tial price controls, perhaps, then 
stricter price controls, and finally, a 
compromise law stabilizing wages. 
Meanwhile, inflation would mushroom. 

Would such patchwork controls be 
sufficient? In World War II they 
worked pretty well. Today economists 
say no. The reasons: Too little slack 
in the economy; too vast a reservoir 
of savings compared with the quan- 
tity of goods available. In a nutshell, 
a defense program of $40 or $50 bil- 
lion annually would carry much 
broader and tighter controls than those 
of World War II. The economists are 
sure of it. 

All of which are good reasons to 
hope the cold war stays cold. 

Factory Management and Mainte- 
nance, July, 1948, p. 66:6. 





* SEVENTEEN non-financial businesses could boast of over $1-billion assets at 
the end of 1947. That’s the largest membership ever for the corporate Billion- 
Dollar Club (even at the height of the war boom it never rose above 16). The 
number of companies with annual revenues or sales of over $1-billion has jumped 
even more sharply: Last year there were 14, thanks to high production and prices. 
In 1939 there were only two, and even when war production hit its peak a few years 
ago only 10 were eligible for the charmed circle. 
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Trends in Industrial Research 


HE importance of industrial re- 
5, po to our economic welfare 
and progress is becoming increasingly 
evident. As industry is so vitally con- 
cerned in the expansion of industrial 
research, the NAM’s Patents and Re- 
search Committee recently surveyed 
manufacturers in all fields to discover 
the general patterns which guide the 
forming of their research programs. 

In response to the survey, 750 com- 
panies, 76 per cent of the 983 reply- 
ing to the questionnaire, said they 
conduct a program of research activ- 
ities. Many reports showed a sharp 
rise in anticipated aggregate expendi- 
tures for industrial research during 
1947 contrasted with prewar, with 
several firms spending more than 10 
times what they did in 1939. 

Many manufacturers also reported 
spending a larger proportion of gross 
sales on industrial research than pre- 
war. As conditions differ in indus- 
tries, the ratio of research expenditures 
to sales varies considerably. The sur- 
vey revealed that a larger proportion 
of the sales dollar is being spent on 
research by those firms making (a) 
professional, scientific and controlling 
instruments and photographic sup- 
plies; and (b) electrical goods—the 
ratios being, respectively, 3.34 per cent 
and 2.80 per cent. In general, compa- 
nies with sales of less than $1,000,000 
a year are spending a greater propor- 
tion of their sales dollar on research 
than concerns with sales above this 
figure. 

Following are some of the other 
findings: 

Do you have your own research 
laboratory? 

Of those having a research pro- 
gram, 74 per cent (557) maintain 
their own research laboratory. Con- 
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trary to the popular belief that smal 
firms cannot afford their own labora. 
tories, the survey showed that 48 per 
cent (14) of the 29 respondents that 
reported gross sales of $250,000 or 
under have their own laboratories, 
and 55 per cent (64) of the 116 com- 
panies reporting sales from $250,000 to 
$1,000,000 maintain their own research 
facilities. 

Are your research activities directed 
chiefly toward: (a) immediate bene. 
fits, (b) long-term benefits? 

Research activities of 40 per cent 
(271) of the 682 respondents to this 
question are directed toward both 
immediate and long-term benefits, 
Thirty-three per cent (228) of the re- 
spondents said their research is de- 
voted to immediate benefits, while 27 
pet cent (183) said they are concerned 
with long-term advantages. 

What are the principal objectives of 
your research program? 

Replies were received to this ques- 
tion from 673 companies, 441 of which 
indicated the objectives of their re- 
search program in order of importance 
while the rest merely checked the ob- 
iectives in which they are interested. 
Of those that indicated preference, the 
same proportion of companies (40 per 
cent) reported the principal objective 
of their research program to be the 
improvement of existing products as 


said it was the development of newt 


items,. probably because present sup- 
ply and production difficulties have 
impeded the making of new products. 
Many, however, said they believe the 
development of new products is of 
greater importance to long-term com- 
pany growth. 

Twelve per cent (53) stated that 
improved manufacturing procedure is 
the principal objective of their te 
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search program; 5 per cent (23), new 
uses for existing products; 2 per cent 
(9), salvage of waste material; 1 per 
cent (6), production of better raw 
materials. 

If your research expenditures have 
varied from year to year, do you be- 
lieve higher expenditures result in 
higher gross sales? 

Seventy-eight per cent (305) of the 
391 companies replying to this ques- 
tion said they believe higher expendi- 
tures for research result in higher gross 
sales. Some, however, felt the rela- 
tionship is not immediately apparent, 
and that this comparison cannot be 
made as research appropriations are 
determined for the next year and the 
sales resulting from the products 
brought forth by research are extended 
over a period of years. A few con- 
cerns believe that gross sales reflect 
business and economic conditions and 
that research expenditures constitute 
primarily an investment in long-term 
growth. 

Is your research budget regulated 
by: (a) sales volume; (b) propor- 
tional profits; (c) other? 

There was a difference of opinion 
in answers to this question: 22 per 
cent (126) of the 56 companies reply- 
ing to it stated that their research bud- 
get is based on sales volume, 12 per 
cent (68) said that it was regulated 
by proportional profits, and 6 per cent 
(39) give consideration to both. Sixty 
per cent (335) of the replies, how- 
ever, stated that other factors control 
the size of the budget, among them 
being the needs of the business and 
business and competitive conditions. 

Are your research activities continu- 
ous, or do they: (a) fluctuate with the 
business trend, (b) vary according to 
immediate needs of business, (c) oc- 
cur intermittently as occasion de- 
mands ? 
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Eighty-five per cent (577) of the 
681 concerns answering this question 
stated that their research activities are 
continuous. Of the 104 companies re- 
porting otherwise, 38 per cent (34) of 
the 89 that furnished details said 
their research occurs intermittently as 
occasion demands; 33 per cent (29) 
that it varies according to the imme- 
diate needs of the business; 16 per 
cent (14) said that both business needs 
and whatever the occasion demands 
are the controlling factors; 4 per cent 
(4) said their research activities fluc- 
tuate with the trend of business, while 
9 per cent (8) replied that all three 
are factors. 

Do you plan to expand your re- 
search facilities within the next two 
years? If so, indicate scope of your 
plans. 

Expansion in research facilities 
within the next two years is planned 
by 57 per cent (369) of the 643 manu- 
facturers replying to this question. 
Some concerns said they plan mate- 
rial expansion, doubling or tripling 
their facilities by erection of new build- 
ings and by greatly increasing their 
staff. More than half the smaller com- 
panies with sales of less than $1,000,- 
000 report they contemplate research 
expansion in one form or another. 

What, in your opinion, would be the 
effect on your competitive position if 
you discontinued research activities 
immediately? 

The replies to this question showed 
a practically unanimous opinion on 
the importance of research activities. 
Almost all the reporting companies 
said that should their research activi- 
ties be discontinued immediately the 
result would be disastrous, many be- 
lieving they would eventually go out 
of business. While many manufactur- 
ers reported that they would not be 
affected immediately, the general opin- 
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ion is that the effect would be ruinous 
in a few years. 

Do you have any contracts for gov- 
ernment research? 

Only 71 companies of the 699 who 
answered this question reported having 
contracts for government research. 
Most of those contracts are in the elec- 
trical, petroleum, aviation, automobile, 
and scientific and controlling instru- 
ments industries. In several industries 
there were no concerns reporting gov- 
ernment research contracts. In com- 
menting on present government con- 
tracts, the prevailing opinion of those 





replying to the question is that research 
by industry for the government as an 
aid in national preparedness is essential 
but that in industrial or applied re- 
search it is inadvisable on a peacetime 
basis. Many feel that in purely indus. 
trial matters any government research 
organization cannot possibly cover the 
field as effectively as private industry 
and that any outlay by the government 
would be a waste of public funds. 

From Trends in Industrial Research 
and Patent Practices. National Asso- 
ciation of Manufacturers, New York, 
N. Y. 80 pages. 





Survey of Office Hours 


HE trend toward increasing liber- 
ality in hours and working con- 
ditions of office employees emerges 
clearly in the results of a recent survey 
by The Office Executives Association 
of New York. This trend is reflected 
in the fact that half of the 143 com- 
panies responding to the survey ques- 
tionnaire work the seven-hour day, and 
Saturday work has all but disappeared 
in the offices of the companies studied. 
(Industry groups represented include: 
financial institutions; business services 
and business equipment companies; 
publishing; public utilities; retailers; 
food, chemical, paper, textile, metals 
and machinery manufacturing; and 
other manufacturing and service or- 
ganizations. 
Working hours per week run from 
35 to 40, with 35 hours most common, 
though workweeks of 37% and 40 
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and Working Conditions 


hours were frequently reported. Of 
the industry groups represented, tex- 
tile manufacturing and publishing 
seem to be setting the pace in the 35- 
hour workweek. 

Nine a.m. to 5:00 p.m. are the work 
hours most prevalent, though great 
variety in schedules seems to exist. 
With all schedules, however, 60-minute 
lunch periods appear to be almost uni- 
versal. Little deviation in summer 
schedules is reported. 

Lunch periods are not generally 
paid for in calculation of earnings, 
though the figure for those that do pay 
for them (21 per cent) is nevertheless 
substantial. Lunchroom facilities are 
provided by about half the reporting 
companies, with insurance companies, 
banks, etc., and those in public utilities 
and food manufacturing leading the 
way. 
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Two-week annual vacations after 
one year’s service appear to be com- 
mon with most companies also grant- 
ing one week or more to employees of 
six months’ service. Three- and four- 
week vacations become increasingly 
common with added length of service. 

After five years, 11.2 per cent of the 
companies studied grant three weeks; 
after 10 years, the per cent doubles; 
and after 15 years, about two-fifths of 
all companies grant vacations of three 
weeks or more. After 15 years, four- 
week vacations become significant, and 
after 25 years approximately one-sixth 
of the companies grant four-week va- 
cations. For 25 years of service, over 
half grant three weeks or more. 

Most companies require that vaca- 
tions be taken during the summer, 
though 23 per cent permit them 
throughout the year. Split vacations 
seem to be encouraged. While not 
many companies permit cumulative va- 
cations, they are prevalent in publish- 
ing and public utilities. 

Earned vacation pay is granted by 
two-thirds of the companies reporting, 
when an employee resigns during va- 
cation season, but by only one-third for 
resignations prior to the vacation sea- 
son. It is of interest to note that retail- 
ers are the most conservative in rec- 
ognizing earned vacations, and public 
utilities most liberal. 

Also of interest is the fact that the 
number of holidays observed and paid 
for in greatest frequency was 11 per 
annum. Nearly half the reporting 
companies pay for 10 or more. Among 
the leaders in holidays paid were fi- 
nancial concerns, business services, 


public utilities, and chemical and drug 
manufacturing firms. Holidays are 
considered as “time worked” in deter- 
mining overtime by two-thirds of the 
companies studied. 

There exists quite a wide range of 
practice on pay for excused absences of 
the various types. About half the com- 
panies pay for National, State Guard 
or Reserve Corps duty absence. Ab- 
sence is generally paid for illness in the 
immediate family and universally for 
death in the immediate family. Ab- 
sences for weddings in the immediate 
family are paid for by two-thirds of the 
companies, although the group com- 
posed of government agencies, chari- 
ties, educational institutions, hospitals, 
welfare, religious, civic, fraternal and 
business organizations and associations 
is less favorably disposed toward pay- 
ing for such absences. 

Appointments with dentists and 
physicians were paid-for absences in 
four-fifths of the companies studied, 
though many policies required special 
approvals or made other conditional 
stipulations. Jury or court duty ab- 
sence is paid for by more than four- 
fifths of those reporting. 

From “Working Hours, Vacations, 
Holidays and Excused Absences,” 
Personnel and Training Series, Re- 
search Report No. 3, Office Executives 
Association of New York, Inc. (New 
York Chapter, NOMA). 21 pages. 
(Available at $2.00 per copy from 
Miss Edith Harper, Secretary, Office 
Executives Association of New York, 
c/o Scott Foresman & Co., 114 East 
23rd Street, New York 10, N. Y.) 





¢ AVERAGE WEEKLY SALARIES of male office workers covered in a recent 
Chicago survey by the Bureau of Labor Statistics ranged from $32.56 for office boys 


to $62.11 for hand bookkeepers. 


Women workers in the same occupational cate- 


gories averaged $32.72 and $52.10, respectively. Copies of the complete survey 
report, “Office Workers: Chicago, Ill.: February, 1948,” may be obtained from the 
Bureau of Labor Statistics, Washington 25, D. C. 
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Color In the Office 


N the delicate science of human engi- 
I neering and personnel administration 
as practiced in the modern office, job 
environment is all-important. The phys- 
ical arrangement and decoration of 
the working area is as essential to effi- 
cient operation as is provision of mod- 
ern equipment and methods. 

In the past, the actual color of an 
office was determined more or less by 
budgetary considerations. Office paint 
was chosen largely on the basis of its 
utility and cost per gallon per year. 
Many office managers today, however, 
taking a tip from production men in 
the nation’s industrial plants, are learn- 
ing that color can be used as a specific 
tool to increase office efficiency, by 
helping to raise production, heighten 
morale, cut accidents. 

In one instance, an office manager 
changed a drab office color scheme to 
a cool, relaxing pattern featuring blue. 
The office was painted in August ; when 
winter came, the girls complained of 
feeling too cool. The normal tempera- 
ture was 70 degrees Fahrenheit; this 
was raised to 75. The girls still felt 
cool. After much discussion and study, 
the color scheme was changed to warm 
yellows and restful greens. The tem- 
perature was left at 75 degrees. Soon 
the girls protested it was too warm; it 
was dropped to normal and complaints 
ceased. This is just one of many in- 
stances showing the psychological effect 
of color. 

Literally thousands of important and 
practical facts about color have been 
discovered. These have been used in 
formulating the modern science of color 
engineering that is today popularly 
known as the Principles of Color Dy- 
namics. These principles prescribe the 
use of color on a scientific basis so that 
its power and energy are efficiently 
utilized. Color dynamics takes cogni- 
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zance of certain facts—e.g., some colors 
such as white, that have a high reflect. 
ance value, can actually cause a lower- 
ing of visibility. This is a most 
important thing to remember in office 
decoration. Some colors, such as Vista 
Green and Suntone have the power of 
properly diffusing illumination thus 
achieving maximum ease of seeing, 
Colors have the power to make a person 
feel warm or cool, happy or sad. In 
planning for personnel efficiency in an 
office, these color characteristics must 
not be overlooked. 

The visual characteristics of color, 
when scientifically employed, can cre- 
ate apparent physical changes in an 
office. Certain colors, when used prop- 
erly in a prescribed pattern, can alter 
visually the proportions of a room. The 
lighter colors, yellow, orange and red, 
for example, are “advancing” colors. 
They tend to make a surface on which 
they are used come forward. Darker 
colors, those in the blue and blue-green 
range, tend to make surfaces recede. 
Thus color can be used to “move” of- 
fice ceilings higher or lower, make nar- 
row offices wider, relieve monotony of 
square offices, or perform other similar 
tasks. 

From the standpoint of office decora- 
tion relative to promoting personnel ef- 
ficiency, the power of color to stimulate, 
relax, or calm is of cardinal importance. 
Generally speaking, the warm colors 
(yellow, orange, etc.) are those that 
stimulate and promote efficiency. When 
properly used, they create a most pleas- 
ant environment. Of all colors, green 
apparently has the most relaxing effect 
on mind and body. Nature’s extensive 
use of green in field and forest is am- 
ple evidence of this. Various shades of 
green such as Eye-Rest, Vista and Sea- 
foam form the basis of properly engi- 
neered office color patterns. Blue is a 
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calming color and can be used exten- 
sively in the form of Cascade Blue and 
Stratosphere Gray in offices to promote 
peace of mind and a calm, quiet atmo- 
sphere conducive to efficient work. The 
cool tints of Mist Gray could be used 
on the ceiling to counteract and help 
distribute both the natural and artificial 
illumination and counteract the too- 
warm effect of southern light. Cool 
expanses of Seaform Green on the walls 
would rest the eyes of the personnel 
when they glance up from their desks 
or typewriters. To emphasize further 
the eye-rest factor, the walls which the 
workers face could be treated as a focal 
center and finished in an Eye-Rest 
Green. The floor could be a dark shade 
of green to harmonize with walls and 
ceilings. This combination would ef- 
fectively offset the feeling of too much 
warmth created by the exposure and 
the broad expanse of desks. 

The most difficult areas of a large 
modern office to color correctly are re- 
ception rooms. In a majority of in- 
stances, these are centrally located, 
have a minimum amount of natural 
illumination, and have wall surfaces 
interrupted by many doors. These cir- 
cumstances call for use of an analogous 
color plan (a plan employing two or 
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ae production workers 


in four out of five companies are 
paid weekly, according to a survey of 
the personnel practices of over 450 
companies just completed by the Con- 
ference Board. In a majority of the 
remaining companies, these workers 
are paid every other week. 

Prevailing practice, however, is found 
to be less uniform for salaried em- 
ployees. “Roughly, two out of five 
companies pay all their salaried em- 
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more basic colors of harmonious rela- 
tionship). An attractive arrangement 
would be Suntone or very light yellow . 
on the ceiling, to introduce a degree of 
natural warmth, and walls finished in 
Seafoam Green. These could be sep- 
arated by a narrow band of off-white 
with doors in the same color. To add 
a note of warmth, the floor could be in 
walnut brown, with the furnishings a 
natural brown finish. Use of the light 
colors on ceilings and walls also serve 
to make the room look bigger, which 
is a desirable result as most rooms of 
this type are usually small in physica! 
proportions. 

Engineered color plans, though not 
a cure-all for the many modernization 
problems confronting office managers, 
can be a practical help in attaining util- 
ity of space, economy of operation, 
healthful working conditions, uniform- 
ity of design, and can otherwise help 
in building institutional prestige. The 
progressive office official, searching for 
new and tested ways to improve his 
establishment and promote efficiency, 
will find at least a partial answer in the 
new science of Color Dynamics. 

By C. E. Secuers, Office Manage- 
ment Association of Chicago Monthly 
Bulletin, April, 1948, p. 14:3. 


Payday? 


ployees twice a month; one out of five 
pays weekly. Practically all the remain- 
ing companies pay either at bi-weekly 
or at monthly intervals, or they pay 
different subdivisions or levels of the 
salaried force at different intervals.” 
The investigation included both large 
and small companies in a diversity of 
industries. Some correlation, it was 
discovered, existed between size of 
company and length of pay period. 
Thus, 81 per cent of all the cooperating 
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companies pay their hourly workers on 
a weekly basis. But 87 per cent of the 
firms with fewer than 250 employees 
pay weekly, as against 77 per cent hav- 
ing more than 5,000 employees. 

The same tendency is found in the 
payment of salaried employees. Of all 
the participating companies, 20.9 per 
cent report paying salaried workers 
every week. “On further study,” states 
the survey report, “it appears that 28 
per cent of the companies with fewer 
than 250 employees pay all salaried em- 
ployees on a weekly basis, as against 
18 per cent of the companies with 
between 1,000 and 4,999 employees, 
and as against none of the cooperating 
companies with 5,000 employees and 
over.” 

Thus the smaller companies seem 
slightly more: disposed than the large 





organizations to pay all wage and 
salaried employees weekly. 

Comparing the reported practices of 
more than 400 companies in each of 
two years (1937 and 1948), the in- 
vestigation revealed some shifts in the 
intervening period in the prevalence of 
various pay periods. For wage pay- 
ments, the semi-monthly interval was 
used by 18.4 of the cooperating com- 
panies in 1937 and by only 5.3 per cent 
in 1948; the weekly and bi-weekly in- 
tervals registered corresponding gains, 
As a basis for paying salaried em- 
ployees, the weekly period has become 
less prevalent since 1937: Of the re- 
porting companies, 28.7 per cent made 
weekly salary payments in 1937, as 
against 20.9 per cent today; on the 
other hand, the bi-weekly and monthly 
intervals have each become more wide- 
ly used than a decade ago. 


Mailroom Studies Help Sales Department 


N many companies the sales promo- 

tion department is the heaviest user 
of mailroom facilities in quantity of 
mail and value of postage. The effi- 
cient handling of the mail issued by 
this department in the form of book- 
lets, catalogs, inserts and folders, as 
well as letters, will not only produce 
mailroom economies but enhance the 
over-all company profit picture by 
helping the promotion department do 
a more effective sales job. 


The office manager should make a 
study of postal regulations, an analysis 
of incoming and outgoing mail, and a 
survey of the reading habits of the re- 
cipients of direct mail advertising. The 
information he amasses can be profit- 
ably used by him and by the sales pro- 
motion department. In one company 
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the office manager and mailroom super- 
visor were asked a series of questions 
about postal regulations. Some of the 
questions were: 


1. Do you know the postal regulations 
that affect your business? 

2. Have you studied them and obtained 
interpretations of the phraseology in 
order that the correct postage may be 
used on each piece? 

3. How do you keep informed of changes, 
additions and deletions in the postal 
regulations ? s 

4. Do you know how the post office classi- 

. fies mail? 

What is bulk mailing? 

Can a booklet or folder that is person- 
alized with the recipient’s name 
mailed at the third-class rate? 

7. What rate is applied to a processed 
letter that has the name of the ad- 
dressee and is hand-signed with the 
sender’s signature? 


The lack of knowledge revealed led 
to installation of a short training pro- 


ad 
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gram for all mailroom personnel. First 
everyone read together those sections 
of the U. S. Postal Regulations affect- 
ing the business. Basic regulations 
were illustrated by constant reference 
to the company’s mail. Then a talk by 
a representative from the post office 
was followed by a question-and-answer 
period. After this review, a summary 
of the important regulations was posted 
in conspicuous places in the mailroom 
and a standard practice manual was 
prepared for each employee. This 
manual was later used in training new 
employees. 

A survey of incoming mail can be 
made in any office by the office man- 
ager. If undertaken, it should be con- 
ducted every day for a number of se- 
lected test weeks. To obtain a rep- 
resentative sample, the test weeks 
should be varied during the month and 
during the seasons. The data thus re- 
ceived will show the relative volume of 
advertising mail and give some indica- 
tion of the mailing habits of other 
direct mail users. Experience has 
shown, for example, that there are cer- 
tain days of the month when advertis- 
ing pulls better than on other days. 
Monday or the day after a holiday is 
always a heavy day for incoming mail, 
and third-class mail received on that 
day will get scant attention. 

The office personnel of the company 
under discussion was quizzed as to its 
own reading habits—asked such ques- 
tions as: What do you do with the ad- 
vertising you receive on Mondays — 
read it, set it aside for later, or throw 
itaway? What day of the week would 
you like to receive such mail? 

In order to answer the question, 
“How long does it take the mail we 
send to reach designated cities and be 
delivered?” the office manager pre- 
pared a list of the post offices in the 
direct mail file, arranged them alpha- 
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betically by state and city, and noted 
the day of the week on which, ideally, 
mail should be delivered. He sub- 
mitted this list to the local postmaster, 
who indicated on it the time and the 
day of the week first-class and third- 
class mail should be delivered to the 
post office in order to reach each city 
on the designated day. When the list 
was returned, the mailroom supervisor 
prepared a schedule which indicated 
just when and on what day company 
mail should be ready for the post office 
to meet given delivery dates. 

Then followed a study to determine 
the time needed to process mail in the 
company’s mailroom. This informa- 
tion was used in conjunction with the 
outgoing mail schedule to prepare an 
advertising mail schedule for the sales 
promotion department. The schedule 
showed the day and the hour material 
would have to be in the mailroom in 
order to reach the addressee on definite 
days. 

The whole review resulted in several 
mailroom improvements. The com- 
pany shortened mail-dispatching time 
in the local post office by separating its 
own mail beforehand. Mail was 
grouped by state, city and zone num- 
ber, the subdivisions then bundled and 
labeled or, where necessary, packaged. 

To speed mailing by the use of 
zone numbers, the manager submitted 
the company mailing list to the post- 
master after checking off addresses al- 
ready zoned. The postmaster returned 
the list with the proper zone number 
opposite each name, and these were 
added to the addressograph plates. At 
the same time the list was checked for 
obsolete names and addresses, incor- 
rect spellings, and so on. 

Although responsibility for main- 
taining the list was vested in the office 
manager, the sales department was as- 
signed the task of verifying the names. 
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Lists by territory were run off from 
the addressograph plates and forward- 
ed to the district offices for distribution 
on cards to the individual salesmen, 
who checked spellings, accuracy of ad- 
dress, and indicated any other changes 
to be made. When cards were re- 
turned, the office manager had correc- 
tions made on the plates. 

All company stationery was checked 
to be sure the zone number appeared 
on every envelope, label, letterhead and 
invoice, and from then on, the zone 
number was included on all advertising 
material. “Return Postage Guaran- 
teed” was printed on every third-class 
envelope and label. 

Another company wanted to know 
the pulling power of metered mail, 
first- and third-class mail, and the com- 
parative values of the various colors of 
stamps and commemorative stamps. 
Observation of the habits of company 
personnel in selecting incoming adver- 


Points to Watch in Forms Control | 


N the economy wave sweeping of- 

fices everywhere today, one of the 
first places to look for money-saving 
ideas is in forms control. The cur- 
rent trend is toward more and more 
forms. Consequently, a central author- 
ity should check and approve all re- 
quests for new and revised forms, re- 
gardless of source. In larger organ- 
izations, one person in each depart- 
ment may be given the responsibility 
of clearing all forms for the depart- 
ment before they are forwarded to the 
central approval authority. 

Ninety-seven per cent of the cost of 
using forms goes to writing, filling, fil- 
ing, handling, copying, and all the 
other clerical operations involved. In 
this connection some of the more im- 
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tising pieces for opening or discard 
without reading, according to stamp, 
was of considerable value. 

The company’s mailing list was then 
divided into four parts. For the firs 
mailing, a fourth of the list received 
three-cent stamping, another fourth 
one-and-a-half-cent stamps, another 
precancelled one-cent stamps, and the 
last fourth was meter-mailed. On the 
next three mailings the stamping was 
switched, so that each name on the list 
had received one mailing in each cate. 
gory of stamping upon completion of 
the four mailings. Each piece of mail 
contained a return card and effective. 
ness of the type of mailing was mea- 
sured by the number of replies received 
in that category. This information 
furnished the basis for planning future 
direct mail promotional activities. 

By Joun F. Pierce. The Office, 
April, 1948, p. 37:4. 


portant principles of form construc- 
tion should not be overlooked. 


1. The need for the form and for each 
line and column on the proposed model 
or revision should be established. : 

2. Form names should be descriptive 
of their function. The form - 





should appear on each form for referencf’ 
purposes. ; 

3. Parts of a form can be distinguished 
for routing, sorting and filing by the use 
of colored inks, papers, corner design 
and part numbers or names. 

4. Standardization of sizes and paper 
stocks facilitates handling and filing and 
brings economies in printing. The form 
should be of the smallest standard size 
and lowest priced paper consistent with 
its use. 

5. Recurring information should be 
printed, with only the variable items ft 
quiring fill-in. Form instructions should 
be held to a minimum. ; ; 

6. Placing the most important items 1 
the most prominent places aids in use 0 
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forms, as does clear sequence and group- 
ing of form items. . 

7, Spacing should be designed for 
handwriting, typewriting, or other ma- 
chine use. . * 

8 The number of copies required 
should be kept to a realistic minimum. 

9. Window envelopes should be used in 
mailing forms whenever practicable. 

10. Form specifications should show 
paper grade and weight, size, ink(s), 
rulings, numbering, punching, perforating, 
scoring, folding, padding, binding and car- 
bon sheet requirements, among others. 


Though printing costs comprise only 
a small fraction—3 per cent—of the 
expense of keeping records, they are 
still important. High costs in many 
cases can be traced to carelessly pre- 
pared copy, insufficient instructions to 
the printer, printing in uneconomical 
quantities, or spreading of jobs among 
too many printers. 

Where orders are taken for branch 
offices and plants, they may be placed 
with the printers for direct shipment 
to various destinations, thus saving 
time, repacking, shipping and stocking 
expenses. If authorized runs based on 
normal consumption are given the 
printer ahead of time, most rush or- 
ders will be avoided and the printer 
can replenish stocks when convenient. 
An up-to-date stationery stock cata- 
logue should be available to all offices 
ordering forms to assure uniform pur- 
chasing. 

Forms deteriorate with time and 
they should be revised as needed. In- 
formation should be adequate yet con- 
fined to essentials. An aggressive pol- 
icy with respect to revisions, combina- 
tions and cancellations is economically 
sound. 


It is not sufficient to supply efficient 
forms to serve useful purposes. After 
serving their current needs, forms 
should be efficiently stored for the 
shortest period consistent with indi- 
vidual needs, then destroyed. Too 
many firms keep too many records for 
too long a period. A careful check of 
office and storage files might disclose 
that retention periods could be mark- 
edly reduced on a great number of 
items. Consideration of state and fed- 
eral legislation and regulations, the 
Statute of Limitations and the require- 
ments of various company departments 
will all dictate the length of time ma- 
terial must be retained. 

Proper cabinets, correct binders and 
a good file system will make for neat 
and orderly storage of current records 
and conservation of costly floor space. 
Periodic inspection of desks, cabinets 
and files prevents accumulation of ma- 
terial which is unimportant or obsolete. 

The location of storage space and 
the kind of equipment used for storage 
files is important. Old records must 
be in accessible places protected 
against known hazards. They are use- 
less unless they are available prompt- 
ly when needed. 

Photographic processes may _ be 
worthy of study for economic storage 


- of bulky records. The costs of a feasi- 


ble plan should be weighed against the 
costs of maintaining the original rec- 
ords in a neat, orderly and convenient 
manner. With the figures at hand, a 
decision will be easy. 

By Witiiam E. Sexton. Ameri- 
can Business, February, 1948, p. 18:3. 





¢ AN ESTIMATED 10 million union members—about two-thirds of the national 
total—have had third-round hikes, now that the steel industry has granted pay 


boosts of 13 cents an hour. 


the range generally between 9 and 15 cents. 


The average has been about 12% cents an hour, with 


Biggest group which thus far hasn’t 


shared in the third round is made up of about 1% million railroad workers. 
Telephone workers also are lagging behind in the third-round drive. 
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—Business Week 7/24/48 
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Clerical Employment Test Experience 


apie ganna gon respondents to a recent survey on office employment 
testing experience, conducted by the Office Management Association of Chicago 
indicated they now conduct testing programs. These programs have been in effect 
from one month to 25 years, with the average five and one-half years (14 com- 
panies did not state the length of time their programs had been in effect). 

Of the firms that replied to the questionnaire, 60 do not have a testing program 
and never have had one. Moreover, five firms said they had abandoned testing 
because of recruitment problems, lack of testing facilities, ineffective results. 

Forty-four companies reported that they had installed their own testing pro- 
gram; 10 indicated their programs had been installed by outside organizations, 
Fifty-four firms administer their own tests. Fifty firms score and interpret their 
own tests. 

Most frequently mentioned positions for which tests are given by the respond- 
ing firms: stenographic (47 companies); typing (45); clerical (43); machine 
operative (28) ; filing (23) ; messenger (16). Seven firms indicated that they give 
tests for all office positions. 

Queried as to the purposes of their tests, 56 firms said they use tests for hiring, 
21 employ them for promotions, three for salary increases. 

Seventeen firms eliminate applications from further consideration on the basis 
of the tests alone; several other companies indicated that they make allowance for 
nervousness, where evident, by permitting another test to be taken. Thirty-six 
companies do not eliminate applications on the basis of tests alone. 


Desk-Model Telegraph Office 


DESK model telegraph office for busy business men who want fast service has 

been developed by Western Union. Weighing only 18 pounds and about the 
size of a portable phonograph, the “Desk-Fax” sends and receives telegrams 
through central WU offices by facsimile transmission. It eliminates the wait for 
messenger service and substantially cuts over-all time for delivery to the addressee. 

The sender types or writes his message on the blank provided with the machine, 
wrapping it around a cylinder and pressing a switch. The rest is automatic. The 
machine cuts itself off after transmitting an exact picture of the message to the 
nearest WU central office, where a meter registers the charges. 

A buzzer sounds incoming telegrams. The subscriber turns on the machine, 
which receives the message from the central office on sensitized paper and shuts off 
automatically. The buzzer sounds again until a button is pressed acknowledging 
receipt of the telegram. 

First models using electronic principles cost $135 prewar, but postwar costs 
of $400 led to adaptation of the principle of “electrical scanning” first used 75 years 
ago, which reduces costs 300 per cent. 

By next fall the company expects to begin installations in offices handling five 
to 20 messages a day. There will be no charge unless WU decides to lease the 


machines for interoffice communication. 
—Wall Street Journal 7/8/48 





OFFICE MANAGEMENT CONFERENCE 
A Conference of the Office Management Division of the 
American Management Association will be held on Tuesday and 
W ednesday, October 26-27, at The Hotel Pennsylvania, New York 
City. 


ee 
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Work Adjustment in Relation to Family Background 


EOPLE take their early family ex- 

periences and attitudes with them 
to their jobs and react to their work 
accordingly. Emotional factors, feel- 
ings and attitudes—not aptitudes or 
intelligence—appear to make the real 
differences in work adjustment, accord- 
ing to a recent study by the Family 
Society of Greater Boston. 

This study of work adjustment 
sought to identify those feelings and 
attitudes accounting for the response 
of the individual to his job. One of its 
objectives was to find the relationship 
between the particular job satisfactions 
sought by the individual and his per- 
sonal history, so that this information 
might be used to place him where he 
can do his best work and might help to 
match personality as well as aptitudes 
to jobs. 

What is work adjustment? For the 
purposes of this study, it was defined 
as the balance between the satisfaction 
the individual seeks from his job and 
the satisfactions the job. itself can pro- 
vide. A check list of characteristics 
thought to have a close relation to work 
adjustment was first developed. Seven 
sections composed of 173 items detailed 
the individual’s early family life, ma- 
ture or current family life, beginning 
job reactions, response to vocational 
counseling, personality patterns and 
general work reactions, job satisfac- 
tions and general capacities, and rating 
of progress. 

For study purposes, 80 cases were 
selected on which full historic details 
were available and which were repre- 
sentative of typical agency counselees. 
Two former members of the agency 
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staff rated each case, resolving differ- 
ences by a third rater. Ratings aver- 
aged 130 hours—which is suggestive 
of the degree of care exercised. The 
cream of the group, the Highs, who 
adjusted well in their work after coun- 
seling, were then contrasted with their 
opposite-rated cases, the Lows, who 
failed to adjust after counseling. 

While the Highs had better early 
lives and more satisfactory parents 
than the Lows, their lives were still 
far from ideal. School grades proved 
far less critical in the individual's 
work adjustment than favorable school 
experiences, which helped the Highs 
to counteract the unfavorable ones at 
home. The less tangible childhood 
experiences which contributed to emo- 
tional security apparently laid the 
groundwork for their favorable work 
outlook. 

The way a person felt about his 
family when he was growing up tran- 
scended such factors as family disrup- 
tion, illnesses-or money troubles, which 
plagued both Highs and Lows. People 
seem to endure outside pressures more 
easily than the inner emotional pres- 
sures like family antagonisms or self- 
doubt. 

Generally the current family life ad- 
justment of the Highs was markedly 
better than that of the Lows. The im- 
provement was not only proportionate 
but progressive, suggesting a tendency 
of the Lows to re-enact unfavorable 
early family patterns in their current 
lives and work, and the tendency of 
the Highs to counteract and reverse 
negative early experiences. On the 
job, the Lows mirrored early attitudes 
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toward the father in their attitudes 
toward the boss. 


In response to vocational counseling, 
the Highs led the Lows substantially 
in constructive thinking about jobs, in 
follow-through of suggestions, in re- 
liability about appointments, insight 
into job problems, and in their specific 
reactions to tests. An actual score on 
an intelligence test mattered less than 
the way the individual reacted to tak- 
ing the test and its interpretation. 


The most fundamental and clear-cut 
contrast between Highs and Lows was 
in the tendency toward self-sabotage, 
often evidenced by drinking, quarrel- 
ing, illness, or by over-reaching voca- 
tionally. Mental health or emotional 
stability was one of the cornerstones 
of a good adjustment. Not a single 
Low was judged normal, but the Highs 
were relatively free of extreme ten- 
sions. 


Latent fear of failure was strong 
in the Lows, less acute in the Highs. 
A strong self-penalizing tendency was 
clearly associated with such factors as 
parental rejection, antagonism toward 
the father, strong resentment against 
parental domination or dependence, 
rigidity, buried fear of failure, unrealis- 
tic thinking about jobs, and ambi- 
valence about earning a living. 


Rating of job progress showed the 
Highs moving far ahead of the Lows, 
who in some cases actually lost ground. 
Highs and Lows balanced pretty evenly 
on job qualifications and aptitudes, but 
Highs were more realistic—with inter- 
ests, aptitudes and training more close- 
ly dovetailed. However temperamental 
or personality variation seemed to be 
the crux of the difference between 
Highs and Lows on job adjustment. 


It seems clear that the individual’s 
work adjustment is but a segment of 
his whole adjustment—his work hopes 
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and reactions but an expression of his 
essential personality. 

It is also clearly and consistently 
the identical and specific shortage in 
the individual’s family relationship as 
a child which the adult seems to clamor 
for in his work. People react to their 
jobs with attitudes molded from the 
clay of their personal histories. 

The illegitimate child, for example, 
who had no family security wants 
more than anything else, to “belong” 
on the job and has clung for years to 
a job with one company involving real 
disadvantages, yet rewarding because, 
as he said, “it was like a family.” 
The overprotected child deprived of 
the companionship of other children 
hopes to gain the congeniality of fel- 
low-workers, which she described as 
the most satisfying aspect of the job. 

Occasionally it may be possible to 
transform the neurotic component of 
the personality into a positive force, 
but a fair degree of integration must 
also be present. For example, one 
man who was rather seriously over- 
dominated made a satisfactory job ad- 
justment as a mechanical trouble- 
shooter, perhaps vicariously feeling 
that he is “fixing” his own disordered 
life. 

This knowledge of how the satisfac- 
tions inherent in a particular occupa- 
tion can interact with the inner dynam- 
ics of the individual can provide 
counselors a broader base for match- 
ing the need of the individual with the 
potential satisfactions of the job. This 
is a primary aim of vocational coun- 
seling. 

The systematic review of a person's 
work history can turn up clues useful 
in sorting out the job troubles which 
are reactions to immediate circum- 
stances from those which represent 
long-time difficulties, as well as clues 
for deciding where he may best be 
placed in a job. 
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Use of the standards developed has 
not made it possible to judge an indi- 
vidual’s work adjustment on the basis 
of one or two significant characteristics 
unearthed. It has, however, helped to 
gauge with greater precision the degree 


to which a pattern of significant char- 
acteristics will help or hinder an indi- 
vidual on his job. 

By JEANNETTE G. FRIEND. Journal 
of Social Casework, March, 1948, p. 
89:5. 


How Can Arbitration Be Improved? 


IDE acceptance has been accorded 

the arbitration process as a means 
of preserving industrial peace when 
disagreements occur under the terms 
of a union contract. As concomitants 
to and, to some degree, results of such 
wide acceptance, the arbitration process 
has produced within itself defects 
which, if uncorrected, might seriously 
impair it as an orderly and equitable 
means of recourse. 

To obtain a cross-section of the 
thinking of those who have an impor- 
tant stake in arbitration on how the 
process can be improved, a survey was 
undertaken among a selected list of 
companies, unions, and arbitrators 
throughout the country. Those selected 
for participation in the survey were 
asked how, through their own efforts, 
could management representatives, 
union representatives, and arbitrators 
contribute to the improvement of arbi- 
tration. 

The fact that the responses of the 
three groups were not sharply diver- 
gent reflects the existence of a pattern 
for improvement based on mutually 
recognized weaknesses. 

With respect to its own role in and 
contribution to the process of arbitra- 
tion, management responses were rea- 
sonably objective. Specific recom- 
mendations include: 

(1) Arbitration should not be em- 
ployed as a substitute for collective 
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bargaining ; nor should it be used as a 
means of expanding the terms and 
conditions of the labor agreement. 
Collective bargaining should be entered 
into fairly and objectively without a 
covert view to later arbitration of dis- 
putes resulting from purposely tricky 
language. 

(2) Arbitration should be made an 
integral part of the grievance proce- 
dure and specifically provided for in 
the contract. The requirement for strict 
adherence to grievance procedure, of 
which arbitration is the final step, 
would eliminate many issues and re- 
solve others before such final step is 
reached. 

(3) The contract should be so 
drafted as to minimize the possibility of 
misapplication or misunderstanding, 
and to avoid incompleteness, ambiguity, 
tricky phraseology, and other defects 
of the “leaky” contract. Several speci- 
fic recommendations direct against use 
of legalistic contract language. 

(4) The contract should clearly 
define issues to be considered arbi- 
trable; this means specific contract 
clauses should exclude from arbitration 
matters to be considered non-arbitrable. 

(5) Contracts should carry provi- 
sions covering selection of arbitrators. 
Some respondents further advocated 
that contracts carry the names of such 
arbitrators to be used for the duration 
of the contract. This bears out a gen- 








eral inclination of all groups queried 
toward the use of permanent arbitra- 
tors rather than ad hoc arbitrators. 

The survey also covered manage- 
ment’s preparation for arbitration and 
subsequent presentation of its case. It 
is pointed out that weaknesses of man- 
agement’s case should be thoroughly 
explored before agreement to arbitrate. 
Such exploration should include antici- 
pation of union arguments. Briefs, 
arguments, and evidence should be fully 
compiled and adequately checked so as 
to withstand challenge. Presentation 
should be honest, with no attempt to 
influence the arbitrator. To provide the 
arbitrator with proper basis for a deci- 
sion, management should avoid argu- 
mentative appeal and hit hard with 
facts. More precise definition of speci- 
fic issues and of the arbitrator’s author- 
ity was also urged. 

Management’s recommendations for 
union efforts toward better arbitration 
fall into a pattern substantially similar 
to the foregoing, with particular stress, 
however, upon selection of cases and 
the manner of presentation. 

Management makes several specific 
points with respect to the arbitrator: 

(1) He should require written stipu- 
lations, written briefs, or adequate tran- 
scripts of the proceedings, a system for 
uniform procedure, and, where possible, 

a code of evidence. (2) He should re- 

quire clarifications of all issues, consider 

only specific issues involved, keep parties 
confined to the issues, refuse to rule on 
issues clearly within the province of 
collective bargaining. (3) Decisions 
should be clean-cut and within the au- 
thority granted the arbitrator; they 
should be prompt, yet deliberated long 
enough not to give the impression of pre- 
established decision. Reasons supporting 
an award should be submitted, and 
worded in language of the people affected. 

(4) He is cautioned against: tendencies 

to “give the loser a break”; compromise 

decisions; antagonizing either party; 
coaching parties in means for improve- 


ment of clauses in future negotiation; 
prosecution instead of arbitration. 


Union representatives’ suggestions 
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on how unions may improve arbitra- 
tion reflect not only a marked uniform. 
ity of opinion but also a marked simi- 
larity to management’s recommenda- 
tions to members of management. 


Both unions and management ex- 
pressed the view that it is preferable 
not to select lawyers as arbitrators be- 
cause they tend toward a legalistic ap- 
proach; the arbitrators, too, expressed 
this opinion. Both groups also em- 
phasized the importance of a gracious 
acceptance by both parties of the arbi- 
trator’s award. 


Most significant among union sug- 
gestions for the management group are: 
(1) Several days before the hearing, 
the arbitrator and the union should be 
supplied with briefs setting forth the 
facts of the case and the company’s 
position; (2) filing of post-hearing 
briefs should be eliminated; (3) man- 
agement personnel should refrain from 
ganging up on the hearing; (4) re- 
quests for unreasonable delays should 
be avoided ; (5) in less important cases, 
insistence should not be made on the 
presence of a court reporter; (6) im- 
mediate supervisors of work area in 
which grievances originated should be 
present; (7) “courtroom” atmosphere 
should be defrosted and attempt made 
to draw out only the facts, “without 
legalistic hocus-pocus”;: and (8) 
awards should be put into effect 
promptly, particularly awards involv- 
ing payment of back wages. 

Unions offered several recommend- 
ations for the better conduct of arbi- 
tration hearings: 


(1) Before the hearing the arbitrator 
should make thorough analysis and spe- 
cific statement of the issues to be re- 
solved. (2) He should explain the rules 
of conduct to the parties. (3) He should 
extend to both parties equal courtesy and 
opportunity to present their views. 

He should use ordinary “man-on-the- 
street” language in the handling of the 
hearing and in interrogating witnesses. 
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: (5) Charges made ng ico asi along this line are, of course, com- 
s be kept at a reasonable figure, because . ° : " 
unions should not be led to feel they will plicated by the human inertia and com 
: not get a fair award if they are reluctant placency which so often obstruct prog- 
¥ to bid up the fees of arbitration services. ress. The complications involved, how- 
Particular stress is placed by the ar- ever, are no greater than the definite 
- bitrator group upon the proper prepa- and serious need for coping with the 
le ration and presentation of cases by both problems surrounding arbitration, as 
managements and unions. Both groups outlined in the opinions cited. So long 
D- are urged to make more substantial as management, labor, and arbitrators 
d contribution to their members in the indulge in abortive criticism in lieu of 
n- line of education and instruction in the applying cooperative effort toward the 
us concepts of conciliation, mediation and eradication of the weaknesses, the ills 
i arbitration, to forestall the frequent which beleaguer labor relations due to 
misapplication of or unwarranted re- the shortcomings of arbitration will 
g- course to these devices. remain unremedied. 
e: There is a real necessity for correct- By Epwarp A. Ecan (Edward A. 
1g, ing the many recognized defects by Egan Industrial Relations Associates, 
be which voluntary arbitration is now Chicago). Mass Transportation, Feb- 
he weakened. Efforts to make headway  ruary, 1948, p. 39:7. 
y's 
ing 
an- 
om Recruiting College Graduates 
re- ‘ ix we . 
ri lp the selection of college graduates for positions in industry, the question always 
u arises as to how much credit can be applied to various school activities. Dr. 
Ses, Frank Endicott, Director of Placement at Northwestern University, made a study 
along these lines among companies recruiting at the college level. Presented below 
the . a 
' are some of the findings of this survey. 
im- _ 1. Seventy per cent of the respondents favor applicants who have worked part 
in time while attending college. 
ie _2. Ninety per cent find that participation in campus activities, athletics, and 
social organizations provides especially desirable experience. 
1ere 3. Graduates with general courses were considered more desirable than those 
ade having taken specialized courses, except for technical jobs. 
__4. About one-fifth of the companies indicated that applicants who had earned 
10ut high marks were preferred for research or technical positions. About one-third 
(8) felt high marks had doubtful value, while most felt high marks were important if 
FFect combined with desirable personal and social qualities. 
5. Three outstanding personal characteristics considered essential were: 
olv- (a) ability to get along with people in general, to work cooperatively with others ; 
(b) ability to meet and talk to people easily; (c) attractive appearance, neatness, 
and good:grooming. The next three traits listed were: general alertness, depend- 
end- - ability, and enthusiasm. When all factors relating to the employability of college 
rbi- graduates were rated, the following factors, in this order, were reported as being 
essential for all types of positions: personality, activities, high marks, general 
courses, special courses, part-time work. 
rator ; Adjustments college graduates have had to make after employment, for 
spe- which college had not adequately prepared them, were listed under four headings: 
> + a. They expect advancement too rapidly, fail to realize hard work is necessary, 
rules avoid routine tasks, are unwilling to start near the bottom. 
nould b. They have difficulty getting along with others, lack tolerance of those not 
y and college trained, underestimate the value of experience, find it hard to take 
(4) criticisms and suggestions. ; ‘ 
1-the- c. They have difficulty adjusting from college life to routine, detail, speed, and 
£ the regular hours. , cates 
esses. d. They show inability to apply theory to practical situations. 
| —WaLTER EMMERLING in School and College Placement 3/48 
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Alcoholism Plagues Industry 


66 A COMPANY that says it doesn’t 
have any problem with alcohol- 
ism among its employees doesn’t know 
what it’s talking about.” So says Dr. 
John L. Norris of Eastman Kodak’s 
medical department, an authority on 
industrial alcoholism in the U. S. 

A new attitude in industry was re- 
flected in the publication of the proceed- 
ings of the First Industrial Conference 
on Alcoholism of the Chicago Commit- 
tee on Alcoholism, held last March. 
The first national gathering of its kind 
in the U. S., this conference attracted 
some 400 industry representatives. 

The new attitude of treating alcoholic 
employees as sick people and giving 
them the same consideration given 
those suffering from other diseases may 
not yet be very extensive in business, 
however, for many businessmen of the 
old school still take the “we fire ’em” 
view, although the cost of replacing an 
alcoholic employee runs high. 

Possibly the best examples of the 
new trend are provided by Eastman 
and E. I. du Pont de Nemours. At 
Eastman Dr. Norris works with 
Alcoholics Anonymous groups; the 
company also helps the Rochester 
Committee on Alcoholism. This has 
paid off in terms of rehabilitated lives 
and families. Du Pont’s medical di- 
rector has carried out a similar pro- 
gram. With company encouragement, 
nine AA units have been set up near 
du Pont plants. A hundred employees 
have gone to these units and in about 
65 cases alcoholism has been arrested. 

While the record is spotty, other 
companies are following suit. Some 
are even hiring AA people into person- 
nel departments, and companies like 
Allis Chalmers and at least two steel 
corporations, have undertaken em- 
ployee research on the problem. 
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How much of a problem is alcoholism 
to industry? No one really knows, 
Authorities disagree on the extent and 
growth of alcoholism in the U. S. And 
a big question mark hangs over the 
size of industry’s annual bill for such 
intangible losses as time out, sick bene- 
fits, accidents due to alcoholism, and 
hangovers. 

The Chicago Committee reports 3.5 
million alcoholics in the U. S., with 1.3 
million regularly employed (about 3 
per cent of total employment). They 
compute an ‘average loss of 22 daysa 
year for every alcoholic employed— 
more than 28 million workdays annual- 
ly throughout industry, or a dollar loss 
of around a billion a year. 


Doctors, psychiatrists and other ex- 
perts at the conference were unanimous 
on one point: If you decide to do any- 
thing about alcoholism in your com- 
pany, handle the problem gingerly. 
You can’t take on the AA as a kind 
of professional addition to your organi- 
zation. AA frowns on its members 
doing nothing professionally other than 
work with other alcoholics, and when 
an AA joins the personnel staff of a 
company, he takes a regular depart- 
ment job. His AA work is extra- 
curricular or it has no value. 


The Chicago Committee offers the 
following practical advice: (1) Give 
medical attention to an employee fre- 
quently absent; (2) analyze his case 
through a competent personnel man if 
alcohol proves a factor; (3) under- 
stand that alcoholism is a disease, not 
a moral lapse; (4) hospitalize where 
necessary without stigma or penalty; 
and (5) introduce the employee to the 
AA’s. 

Business Week, July 10, 1948, p. 
49 :1. 
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Checking Applicants’ References 


T is common practice to check the statements of an applicant for employment by 

writing his former employers. Some methods are time-consuming, however, 
and show little consideration for those from whom information is being sought. 
Many are of doubtful value. 

The Pennsylvania Company recently adopted the card form—a method that is 
economical and gets good results. Particular care is given questions asked, with 
a view toward seeking objective information. The company wants to know whether 
the applicant will be a desirable employee, but relies on its own interview and tests 
to judge his qualifications. 

The front of the card reads as follows: 











= Social Security No _—has applied 
to us for a position as Applicant claims to have been in your employ 
from to Having had an opportunity to observe 





above applicant as an employee, your frank answers to the questions on the reverse side of 
this card will be valuable to us, and would be greatly appreciated. We assure you that 
your replies will not be revealed to the applicant, or anyone else, under any circumstances. 


The back of the card inquires: 








When was he in Pa Pile From to 
What position did he hold? 
Was his attendance regular? Yes No. If not, what was the cause of 





his absences? 
Was he liked by his co-workers (well-liked, acceptable, sometimes criticized) ? 
Was his rate of progress slow, average, above average? 

Was he asked to resign, or did he resign voluntarily? 
Would you re-employ for a similar position? “Yes. —No If not, why? 

















In view of your knowledge of his character, ability, and oe how would you 
rate him as an employee? Below average Average Above average—_____ 
If you prefer, we will call you on telephone No 

Eighty- eight per cent of the inquiries made by this method were returned, most 
of them promptly. 

This is by far the most effective means of procuring information about an 
applicant the firm has ever used—and the most accurate. It is quick, inexpensive, 
convenient and time-saving, to both correspondents and the company. 

—Cnuarves W. Books in Personnel Journal 3/48 
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The Women Patients Sent Their Husbands 


HE cancer clinic which was launched four years ago—in July—at Avondale 

Mills, Sylacauga, Ala., has saved many lives. The clinic is reputedly the first 
industrial cancer clinic in the country and the largest cancer detection project in 
the world. 

As a result of clinic examinations of 680 mill wives or women workers, 22 
were found to have malignant growths. Five are dead, the growth having been 
beyond control at the time of discovery. 

After the women began visiting the clinic, they encouraged their husbands to 
goalso. Eight of the men were found to have cancer. One died, but the remaining 
seven have joined the 17 women to whom a new chance in life has been given. 

The most significant condition revealed by clinic examinations was that 93.7 
per cent of those examined suffered various other ailments of which they were 
often unaware. Steps were taken to remedy these. 

It is the recurrent examinations at the Avondale Mills clinic every six months 
which are expected to yield most in life saving dividends as the years pass. 

Immediate treatment is given at the hospital when a case is found. Cost is 
covered by the 37 cents a week each employee contributes for medical and hospital 
service. If deep X-ray treatment is indicated, that is given by a Birmingham spe- 
cialist, and these costs also are met from the hospital fund. 

While the clinic was planned on a five-year trial basis, results to date have been 
so substantial its permanency is assured. 

Members of the plant management insist the clinic is not altruism—it’s hard- 
headed good business. To them, it’s just a fine example of valuable mutual benefits. 

—LawreENce McCracken in Nation’s Business 4/48 
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Study of Grievances and Aggrieved Employees 


N ATTEMPT to achieve a better 

understanding of labor-manage- 
ment problems, as reflected in em- 
ployee grievances, was made by statis- 
tical analysis of the aggrieved workers 
and their grievances at a large Mid- 
western plant. The plant had two 
unions, a foundry union of five and 
one-half years’ existence by the end 
of 1946 (the period covered by this 
study) and a machine shop union 13 
months old prior to December, 1946. 
Foundry and machine shop data were 
studied separately, the grievances of 
each being divided into two groups: 
(a) initial grievances, those filed by 
union members; and (b) other griev- 
ances, those filed by union officials. 
Only grievances that had been reduced 
to writing were used in the study. A 
group of non-aggrieved employees was 
equated with the aggrieved employees 
as controls, and 53 items of personal 
and personnel data of both groups 
were compared for both the foundry 
and machine shop agencies. 

In general, relative to grievances, 
the older foundry union and the ma- 
chine shop union did not differ in many 
respects. Results of the grievance 
study showed : 

a. The most frequent grievances are 
filed for wages (30 per cent), the next 
largest group of grievances concern 
jobs and work (28 per cent), with 
grievances concerning seniority coming 
third (10 per cent). 

b. Union officials filed the highest 
per cent of grievances on matters of 
jobs and work; union members filed 
the highest per cent of grievances on 
seniority and wages. The majority of 
grievances did not refer to the con- 
tract in any respect; in the case of 
those which did refer to the contract, 
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union members and not officials were 
the more numerous. 

c. Only in the machine shop was 
a significant difference found in griey- 
ances granted by the company. Here 
union officials had more of their griey- 
ances granted than did union members, 


This study analyzed 766 separate 
grievances of 327 employees. It was 
indicated that grievers have held more 
jobs and have worked longer than non- 
grievers; and more of them, in the 
foundry group, had jobs at the time 
of application to the company than did 
non-grievers. The group of grievers 
was found to have worked longer for 
the company than had the non-grievers 
and had accumulated more seniority, 
particularly in the machine shop group 
as shown by vacation earned. 


Other findings relative to the ag- 
grieved workers were as follows: 


a. Grievers started at a significantly 
lower hourly rate than the non- 
grievers, but were equal at the time 
they filed their grievances. 


b. Grievers had received much larger 
wage raises than non-grievers. 


c. Though the annual earnings of 
the two groups were approximately 
the same, grievers showed a higher 
skill level than non-grievers. More of 
the machine shop grievers had reached 
maximum position in their respective 
labor grades, but the opposite was true 
of the foundry group. 

d. The credit standing of grievers 
probably is lower than that of non- 
grievers, since the grievers, particu- 
larly in the foundry, had more dun 
letters in the company files as well as 
having been served a few more gat- 
nishments. As far as the company 
records went, from demands made on 
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the company by credit stores, the have children than non-grievers, par- 
dry grievers were more in debt. _ ticularly in the foundry. 
foundry g ularly y 
% e, Grievers, as a group, goinstrong- J: Of employees who had been born 
| ly for the group savings plan at their 1 the South, the larger per cent were 
i plant, a credit union or lending agency, ON-grievers. : } 
¢ yet infrequently participate in the Thus employees of this particular 
: group hospitalization plan. concern show significant differences 
‘ f. More non-grievers, in the found- when divided into two groups, one 
ry, have membership in the group life composed of aggrieved employees, the 
ss insurance plan; the opposite is true in —~— of —— op tig tee : ye 
v the machine shop, where grievers ap- 4 td sg Prag e egree “ 
pear more interested in life insurance. Srey: eee ee Nee ene: Geer 
n- ce sebiliatt Geis niw-iticdens various personal and personnel items ; 
he eww é ” it does not propose to explain the 
ne subscribe to the company’s employee reasons for Ag peated order to 
id benefit association, as indicated by the do this, two approaches might be nec- 
rs fact that the group paid many more essary: (1) opinion research built 
or yolieg Bgl cone Megr-rey around the significant items, and (2) 
rs : . a sound clinical study of the workers 
ty, More Spi Seg mia mp os 2 involved. Analysis of grievances such 
up oat _" disabilit Sines a as the foregoing might be of aid to 
sanion oh ti y P tdi Y supervision and union officials alike in 
g- + ag take off time for personal dis- finding where their difficulties lie and 
ability. a ) in obtaining a clearer understanding 
tly h, It was indicated that grievers, aS of the problems of industrial workers. 
ne a group, are in better physical condi- By Artuur C. Eckerman, Jour- 
ne tion than non-grievers. nal of Applied Psychology, June, 1948, 
i. More grievers are married and _ p. 255:15. 
rer 
of 50-Week Employment Guarantee 
ely gris annual employment has shown up in the automobile industry. 
ler It is provided in a contract just signed by Metal Mouldings Corporation of 
of Detroit and the CIO’s United Auto Workers. While the UAW isn’t completely 
wr satisfied, it looks on the agreement as a milestone in its long drive for year-round 
y. 
ive The Metal Mouldings contract guarantees 50 weeks of work in the contract 
ue year for employees with 10-year seniority. But that does not mean that the company 
must pay covered employees their regular job rate for the full 50-week period. If 
necessary, it can put them on any type of job. And if it does transfer workers to 
ors | assure continued employment, it can pay them the rate set for the new job. A skilled 
: — operator, for instance, may be reassigned—and paid—as an unskilled porter 
yn- if the plant has to shut down. 
“1- The 10-year qualification and the absence of a hard-and-fast wage guarantee 
- weaken the pact from the union standpoint. As far as the company is concerned, 
u these are necessary financial safeguards. 
as Metal Mouldings, manufacturer of auto trim, has 425 emplovees. About 80 of 
ar- them have 10-year seniority, hence come under the 50-week work guarantee. Tlie 
company’s concession on the work guarantee apparently was based on a belief that 
ny as me as it stays in production, it will need a factory payroll of at least 80 
on employees. 
ioe —Business Week 7/3/48 
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Testing Program 


A “YARDSTICK” program to 

measure both the mental and 
mechanical fitness and ability of pres- 
ent and prospective employees is pay- 
ing real dividends at Victor Adding 
Machine Company. 

Turnover is reduced because people 
are placed in positions best suited to 
their likes and aptitudes. This in turn 
tends to improve the quality of the 
work force. Management is also pro- 
vided with a gauge for future promo- 
tions. And employees react favorably 
to the knowledge that their abilities not 
only will not, but cannot, be overlooked 
when better jobs open up. 

When the company became inter- 
ested in a testing program back in 
1944, an experiment was decided upon 
to convince management—and, more 
important, employees—of the validity 
of the test to be used. First the test 
was given to top management, and then 
to general foremen, superintendents, 
and their equivalent in the offices. 

Next, authorization was obtained to 
test workers in various departments. 
Supervisors were asked to select the 
men in their opinion the 10 best in the 
department and also 10 employees 
whom they would rate as average. The 
personnel department, which con- 
ducted the test, was not told in which 
group the -individual employees were 
classified. 

Employees were then given a bat- 
tery of tests, including those of a gen- 
eral nature and those relating to spe- 
cific vocational skills. Results were 
scored and grouped. Then the indi- 
vidual’s performance was checked 
against the foreman’s rating. In about 
95 per cent of the cases the appraisals 
and the tests coincided. 

Word of the results spread like wild- 
fire. Instead of waiting for the per- 
sonnel department to request that em- 
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Reduces Turnover 


ployees be tested, foremen began to 
demand application of the program to 
their departments and almost imme. 
diately showed reluctance to accept any 
new employee unless he had been given 
the tests to determine fitness for the 
job. 

Tests vary by job type and individ- 
ual requirements. Several general tests 
are usually given. Pegboard and 
assembly board tests are used to ascer- 
tain manual dexterity. It has been 
found desirable to administer not only 
the special test having the greatest di- 
rect bearing on the job, but also any 
test relating to allied vocations and to 
any special qualifications of the appli- 


cant. Tests given include the follow- 
ing: 

1. General adaptability. Rate of speed 

with which a person learns. 

2. Kuder preference (classifies in- 
terests into nine general families 
of occupation). 

Bernreuter personality. 

Machine test. Job knowledge for 

machinists and toolmakers. 

How to read a blueprint. 

How to read a scale. 

How to read a micrometer. 

Clerical test. Speed and accuracy 

on clerical operations. 

Mechanical adaptability (present 

mechanical ability). 

10. Mechanical comprehension (poten- 
tial mechanical ability) 

11. How to supervise. Judgment in 
handling other people. 

12. Blackstone stenographic. Nine 
elements of stenography. 

13. Northwestern University vocabu- 
lary test. 

14. Minnesota clerical test. Handling 
names and numbers. 


Tests are conducted in a quiet, well- 
lighted room. It was found that em- 
ployees should not be required to 
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spend too much time on the test at any | 


one sitting. Victor limits time to 4 
maximum of two hours in any one 
day. 

By Gerorce H. Turner. Factory 
Management and Maintenance, May, 
1948, p. 131:1. 
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Vacation Pay 


- 1938 an analysis made by the UAW-CIO revealed that 19 per cent of their 
agreements provided for paid vacations. In 1941 the union reported the per- 
centage had jumped to 58 per cent. 

A survey made by the Automotive Parts and Equipment Manufacturers Asso- 
ciation in 1939 showed that 47 per cent of the 274 plants surveyed gave paid vaca- 
tions; in 1940, the association reported the percentage as 66 per cent. 

During the war, under WLB policies, a pattern was established of one week’s 
vacation for one year’s service, two weeks for five or more years’ service. 

What has happened to the pattern? Our survey of 240 UAW-CIO contracts 
reveals that all these agreements provide for paid vacations, and over 60 per cent 
of them call for a better vacation plan than the wartime pattern or so-called 
“standard” plan. Only 7 per cent call for less than the standard plan. 

One hundred of the 155 contracts which are classified as better than standard 
are plans which, while paying one week for one year’s service and two weeks for 
five or more years’ service, graduate payments below one year, between one to five 
years, or both. Thirty-six of the contracts pay a maximum of two weeks’ vacation 
pay but require less than five years’ service—in most instances requiring only two 
years’ service. 

The pace is set by the 19 contracts which provide for a maximum of more 
than two weeks’ vacation pay. Typical of these plans are: Five per cent of gross 
earnings after 10 years’ service; 100 hours’ pay after 10 years; 6 per cent of gross 
earnings after 15 years; three weeks’ vacation pay after 15 years. 

—Labor Trends & Policies (Toledo Research Bureau, Inc.) 


Union Helps Bosses 


HE Shoe Worker’s Local of North Adams, Mass., had a blunt question to 

answer: Should the 300 employees of the Gale Shoe Co. take their paid vaca- 
tions in 1948 or should the plant buy new machinery to insure staying in business? 

The union had some sobering talks with the company which brought out the 
fact that Gale’s machinery isn’t the right type to turn out women’s shoes in the 
styles now in vogue. Vacation shutdown might prove indefinite unless the company 
could find a way to get into the new line of business. 

Union leaders proposed to members and management that workers waive their 
$25,000 worth of paid vacations if the company agreed to put the money into new 
machinery and then get back into operation as quickly as possible. Gale manage- 
ment agreed to this proposition and so did union members at their meeting. Favor- 
able decision was reached by a vote of 200 to 28, with the others abstaining. 

—Business Week 6/5/48 


Daily Company Report to Supervisors 


EEPING department heads “in the know” can become quite a problem in a 

large plant. At the Monarch Machine Tool Company, Sidney, Ohio, this 
problem has been solved by a daily “management report.” Both over-all sales and 
production outlook are covered. 

The report consists of the backlog of orders, expressed in terms both of 
machines and of dollars, and recorded for the current day and for the beginning of 
the current month. To these backlogs are added the orders received on the day and 
during the month. Shipments and cancellations are subtracted. The projected 
month’s shipments, as well as the new orders, listed by type of machine, also are 
recorded. 

In addition, it has been found advantageous to list the expected visitors at the 
plant during the day so that all executives will know who will be on hand in case 
they have something to discuss. 

Close study of these reports by each department head gives him information 
that forms a good background for policy discussions, which are held each noon at 


a luncheon meeting. 
—Factory Management and Maintenance 4/48 
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Get Ready for Industrial Mobilization 


NDUSTRIAL mobilization is just 
getting under way. It may be 

months before the program begins to 
be felt. There are, however, measures 
every company can take now to pre- 
pare for probable developments. De- 
scribed below are 25 steps that will 
enable management to swing over 
quickly into full-scale preparedness 
production, if the call comes. 

1. Keep in close touch with latest 
industrial mobilization developments. 

2. Start planning by setting up a 
skeleton organization for assuming re- 
sponsibility in case of emergency. If 
possible, make one executive respon- 
sible for your company’s mobilization. 
Start him to Washington, talking to 
people, working out company blue- 
prints on the basis of his conversa- 
tions. 

3. Work up a history of your situa- 
tion during World War II. Develop 
an accurate record of your manpower 
and material difficulties, etc., and how 
you licked them. Such a job is bound 
to come in handy as industrial mobi- 
lization develops. 

4. In expanding branches, think 
about dispersal. There won’t be much 
effort made to split up companies al- 
ready established, but Washington will 
try to get greater dispersal in develop- 
ing new plants. It may pay to antici- 
pate the government policy. It will 
help you get business more quickly 
later. It will certainly increase the like- 
lihood of smooth production in the 
event of military attack. 

5. Consider the possibility of lining 
up two or more suppliers of the same 
component part in different sections of 
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the country. In other words, develop 
your own dispersal program. This 
may be vital if an emergency should 
scramble shipping schedules in some 
sections of the country. 

6. Report to the Munitions Board 
any new procurement planning prob- 
lems or ideas which you believe may 
be of interest to the military. But re- 
member, the Munitions Board and 
NSRB come into the picture only at 
the policy-making level. Channel spe- 
cific ideas on processes, techniques, 
product improvements, etc., to the ap- 
propriate service procurement agency. 

7. Work up a personnel inventory 
for your company. Note which of 
your employees have special scientific 
or technical qualifications, which can be 
replaced only with difficulty. 

8. If you were in war production 
before, determine your present poten- 
tial, taking account of changed condi- 
tions such as expansion, deterioration, 
new machinery, new processes. 

9. Get on the mailing lists of the 
various armed services, but remember 
you won’t stay on unless you at least 
answer their requests for bids. 

10. Swap ideas with other companies 
engaged in similar work. But watch 
out for antitrust violations. 

11. Write to procurement people for 
ideas on how you may be able to fit 
into their procurement program. The 
fact that you didn’t do anything last 
time is immaterial, for there may be 
new products you can make now. In- 
clude full information on what you 
make, your plant layout, your financial 
standing, etc. 

12. Keep in touch with procurement 
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technicians on your current production 
difficulties with any military items. 

13. Work out estimates on the maxi- 
mum amount of raw materials you will 
require for maximum production under 
wartime hours and for the products 
you would be making during a war. 
Consider where your key shortages 
would be, and estimate how far in ad- 
vance you should schedule orders to 
insure necessary flow of components. 

14. Find out whether the product 
you made during the last war is still 
in demand, whether any changes should 
be incorporated in the product. Con- 
tact the service that will be responsible 
for procuring the product under the 
Munitions Board’s streamline procure- 
ment system. 

15. Survey your emergency facilities 
and study how they might be expanded 
on short notice with least expense. 
Check particularly auxiliary power fa- 
cilities, fire fighting apparatus, etc. 

16. Study your plant security setup 
and lay the groundwork now for tight- 
ening up if an emergency arises. Check 
your layout on fences, plant guards, 
etc. 

17. Review your repair facilities. In 
case of emergency, it’s likely to be more 
difficult to get new parts and outside 
assistance for repairs and maintenance. 

18. Study alternative shipping fa- 
cilities and costs. Lay tentative plans 
for switching over quickly in case your 
normal methods of shipment become 
tangled. 

19. Check over your labor setup 
with an eye to possible left-wing 
trouble. If you deal with a union, 
check its politics. 

20. Look into every possibility for 
subcontract work. Particularly, con- 
tact the Commerce Department on fit- 
ting your company into the Contract 
Assistance Program. Investigate your 
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chances of getting in on a Mother Hen 
plan or war production pool. 

21. Look over your facilities with 
an eye to using them for an “essen- 
tial” product which will help you get 
priorities and materials whenever allo- 
cations and other industrial controls 
arrive. 

22. If you have no spare facilities 
and you don’t want to convert any 
portion of your plant to war work at 
present, check with the service pro- 
curement officers on the possibilities 
of educational orders and experimental 
contracts to develop know-how. 

23. Look into the possibility of using 
substitute materials, if you are likely 
to be hit by stockpiling, etc. Survey 
production costs, buyer resistance, and 
other factors which might cause trouble 
in a switch to substitutes. 

24. Plan your manpower strategy 
now. The situation is bound to get 
tighter with the boost in defense work, 
draft, etc. Consider which jobs can 
be done by women; give the nod to 
“exemptees” in hiring. Prepare man- 
ning tables spelling out essentiality of 
key men now. (Draft boards will be 
less inclined to challenge your good 
faith than if hastily prepared just when 
your men are about to be tapped.) 

25. Write to the Munitions Board, 
Pentagon Bldg., Washington 25, D. C., 
for its new Guide for Joint Industry- 
Military Procurement Planning. This 
booklet has an especially valuable 
check-list to use in testing yourself on 
how well you are prepared. 

Reprinted by permission of the Re- 
search Institute of America, Inc., from 
How Rearmament Affects Your Busi- 
ness. Single copies of this 28-page 
study are available gratis from: Mem- 
ber Relations Division, Research Insti- 
tute of America, Inc., 292 Madison 
Ave., New York 17, N. Y. 
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Making Incentives Work In Your Plant 


AGE incentives offer a_ real 

chance to increase productivity 
and reduce unit costs. That’s why 
other companies are revising, not dis- 
carding, their wartime plans, and why 
other companies pressed by rising costs 
and competition are considering incen- 
tives for the first time. 


At New Holland Machine Co., New 
Holland, Pa., wage incentives have 
substantially increased productivity de- 
spite material shortages and all the 
other hurdles manufacturers must meet 
today. Despite greater cost compared 
to bonus or profit-sharing plans (jobs 
must be evaluated and time study pro- 
cedures set up), Holland’s system paid 
for itself not only in increased produc- 
tivity but in time- and money-saving 
“extras.” 

For example, rearrangement of the 
spare-parts stockroom eliminated dis- 
ruptive travel and fills orders faster. 
Each worker in the receiving depart- 
ment now has his own tools, too. 
Time was previously wasted while em- 
ployees wandered around trying to 
borrow wire snips. Yard phones were 
installed after studies showed foremen 
spent more time walking about the 
10-acre plot than actually supervising 
yard teams. Result, better supervision. 

The success of any incentive sys- 
tem requires the cooperation of every 
member of the management team: If 
a time standard is set on a group of 
castings that are soft and easily ma- 
chined and the next batch is hard and 
time-consuming, the standard won't 
mean much. Variation in materials at 
New Holland makes special standards 
necessary for castings, which vary in 
hardness between foundries. 

Or, if standards are set for pre-cut 
strip steel and large sheets are ordered, 
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a time allowance must be added for 
shearing. So it’s up to Purchasing 
and Receiving to notify Standards of 
any materials changes which can af- 
fect time allowances. 

To assure widest application of in- 
centives, foremen’s bonuses are based 
partly on the number of incentive jobs 
in their departments at Holland. Now 
they notify the standards department 
when new jobs come in and keep after 
Standards until time studies are made. 

However, wage incentives don’t 
bring benefits like these automatically, 
Too often management expects incen- 
tives to do management’s job—by 
forcing workers to compensate for 
obsolete equipment, poor engineering, 
time-wasting methods. It can’t be 
done. As S. L. H. Burk, industrial- 
relations director of Pittsburgh Plate 
Glass, points out, “At least 50 per cent 
of the blame for low productivity rests 
squarely on management. Until man- 
agement does its part, no wage-incen- 
tive system will work.” Type of in- 
centive varies with type of job, as 
shown in this company’s incentive 
system. 

Even small plants can benefit from 
incentives. E. A. Cyrol of A. T. 
Kearney & Co., Chicago management 
engineers, tells of a burlap and cotton 
bag concern with only 30 employees, 
which adopted wage incentives. In 
the burlap bag business, materials are 
nearly 85 per cent of production cost. 
Not much is left for wages. Yet in 
the past eight years hourly rates have 
doubled. The plant manager admits 
his company couldn’t have stayed in 
business without incentive-induced pro- 
ductivity. 

Indirect workers have individual in- 
centives at Benjamin Electric Co. 
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Incentives based on time study have 
been set for the assembly of cartons. 
Car loading and export packing are 
on incentive, too. To show workers 
how much they earn, shipping order 
slips double as the incentive record. 

Though group incentives must be 
tailored carefully to be effective, they 
are sometimes needed where jobs in- 
terlock, as in Benjamin’s fluorescent 
assembly. The inspector is paid partly 
on the basis of the group’s perform- 
ance. 

The Dunmore Co., Racine, Wis., 
credits a sound incentive system with 
the fact that it pays top wages in the 
area, yet economically produces quality 
products. Limited incentives are un- 
fair to management as well as workers 
because they restrict production. When 
a worker finds out that he can’t make 
mofe than 25 per cent at top rate, he 
is likely to slow down to about 15 per 
cent. 

It is desirable to pay workers on the 
basis of daily earnings where possible. 
Where a week’s production is averaged 
in computing incentive, one or two bad 
days at the beginning of the week can 
wipe out a worker’s incentive. He'll 
soon find out, and may coast after a 
bad day until the next week starts. 

The machine itself sometimes sets a 
limit on output. It will go so fast and 
no faster. Then incentives must be 
based on how close the operator comes 
to getting that top output from the ma- 
chine. At Dunmore, machine-limited 
jobs are paid on the basis of downtime 
reduced and steady feeding of the 
machine. ‘ 

Tools affect output and incentive 
earnings, too. That’s why all Dunmore 
tools are ground to blueprint specifica- 
tions to guarantee that standards can 
be met. Even maintenance changes can 
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affect machine output in many ways. 
At Dunmore, such changes are fol- 
lowed by time study, to make necessary 
changes in standards. 


Biggest cause of overly high incentive 
earnings is the introduction of new 
methods without changing standards. 
A methods change may clip only a few 
seconds from standard time, yet it 
snowballs if ignored. True, it’s a lot 
of trouble to change pay rates for every 
little methods change. David Turnbull 
of Day & Zimmerman, Inc., Philadel- 
phia management engineers, suggests 
that every change, however small, be 
recorded. But don’t adjust pay rates 
until changes add up to 5 per cent in 
either direction. 

In general, incentives of 20 to 30 
per cent over the base rate are con- 
sidered the goal at which to aim. The 
plant average should hold at that 
point, without appreciable change, over 
long periods of time. This amount 
should represent what the average- 
skilled worker can earn if he performs 
his job well but without undue effort. 

There will always be a few cases 
where a worker makes two or three 
times base pay. Where such earnings 
stem from special abilities the average 
man can’t duplicate, no attempt should 
be made to bring them into line. The 
worker is making a special personal 
contribution and he’s entitled to what 
he earns. Such rate-cutting has done 
much to earn incentives a bad name 
among unions. 

Often, however, workers find short- 
cuts on the job and start to run away 
with the standard. Such actual 
methods changes can double and triple 
output. Most experts agree that the 
best solution is to pay for each short-cut 
as an idea or suggestion—apart from 
the incentive system—and to change 
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the standard. But compensation can’t 
be in the penny-ante class. If man- 
agement rewards these short-cuts poor- 





ful incentive plan is a simple one: Set 
it up right, keep it up, and enlist the 
cooperation of everyone in the plant, 





ly or simply appropriates them, workers Incentives are everybody’s job. 


will stop having ideas. 


‘All in all, the formula for a success-_ p. 45:5. 


Labor and Management Team Up For Time Studies 


| Rec and management stand shoulder to shoulder in establishing time stand- 
ards and setting rates at the Oliver Iron & Steel Corporation, Pittsburgh, Pa., 
where four teams, each composed of a union and a management representative, set 
standards and develop methods throughout the plant. 

In operation for seven years, the Oliver program, which includes wage incen- 
tives and job training, has increased production by as much as 50 per cent. And 
employees recognize time study as a fair technique because it is practiced at Oliver 
to the mutual satisfaction of their union and management. 

Union time study members are chosen as follows: A job notice is posted in 
the plant. The union recommends three applicants for the job. From them, 
management selects the final candidate. Training is done both on the job and after 
hours. The former is under the supervision of experienced time-study men, who 
use lectures and training films to speed learning. After hours, selected night 
courses are taken at local universities. 

Management has extended time-study education to all department foremen, 
shop stewards, grievance men and union officials, with some portion of this training 
envisioned for hourly employees at all levels. 

Where there is disagreement on a standard, several steps may be taken: 
(1) An immediate re-study of the job by the original team. (2) A re-study of the 
job by a second team. (3) Or two or more teams may be requested to make sepa- 
rate studies. If studies are consistent and the operator cannot substantiate the 
claim that results are wrong, the standard is established. 

Management’s prerogative of final decision on standards has been exercised in 
only one case which advanced beyond the state of mutual agreement. 

—R. T. Watton in Factory Management and Maintenance 7/48 





e DRESSER INDUSTRIES, a closely-knit group of 13 manufacturers operating 
in various fields with headquarters in Cleveland, as part of a plan to sell incentive 
systems to their employees approach unions in their plants and propose that they 
name four or five men who have the ability to be trained as time and motion study 
men. From this list, DI select two or three, who are given a training course at 
company expense and then attached full-time to industrial relations departments. 
—Toledo Research Bureau 


Modern Industry, March 15, 1948, 








AUTUMN PRODUCTION CONFERENCE 


The Autumn Production Conference of the American Man- 
agement Association will be held on Thursday and Friday, 
November 18-19, at The Hotel Drake, Chicago. 
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The Mechanization of Materials Handling 


ERRO Machine & Foundry, Inc. 

used to put 10 men for two hours 
on the job of loading a truck full of 
castings—a total of 20 man - hours. 
The castings were passed along one 
at a time from a pushcart and loaded 
loose. The loading of one truck cost 
$20 with wages at $1 an hour. 

But with the castings unit-loaded 
on 16 pallets, a fork truck now does 
the job in one hour. Cost: $1.88— 
which includes 60 cents for operation, 
maintenance and depreciation on the 
fork truck, and $1.28 for the driver’s 
wages. The company paid $3,000 for 
the fork truck and $56 for the 16 pal- 
lets. To return this investment in one 
year, the company must load 160 
trucks in the course of the year. 

An A & P warehouse used to spend 
$44 to unload a boxcar of coffee sacks. 
Present cost with fork truck, $7. 

Sherwin-Williams’ Chicago ware- 
housing system used to fill 800 orders 
daily. Each item was handled manu- 
ally from six to 11 times. The com- 
pany’s new $800,000 warehouse, de- 
signed around coordinated use of con- 
veyors, monorails, fork trucks and 
pallets, fills 1,200 orders a day with 
two or three manual handlings and 
saves $288,000 a year. 

These savings are made possible by 
ingenious new tools for efficient han- 
dling of the stuff of production. A few 
of them were in use here and there 
before the war, but to industry in gen- 
eral they were unheard of. Unskilled 
labor was cheap. Since then, however, 
labor costs have soared and production 
machinery design has progressed so 
far that a new production tool may 
save only a few dollars a day where a 
modern handling tool in the same 
plant might save several hundred. 

There are other advantages, too. 
Today’s handling tools feed a ma- 
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chine or a machinist more materials 
faster for maximum productivity. In 
some warehouses storage capacity can 
be almost doubled by the use of fork 
trucks, which can tier loads up to 18 
feet, or more than twice the height at 
which men can stack. Inventory con- 
trol can be simplified by pallets since 
control is based on standard pallet 
loads instead of individual items. A 
fork truck-pallet system makes filling 
orders easier, reduces congestion, 
checks pilfering. More important: In 
cutting down manual handling, it de- 
creases damage as much as 90 per cent. 

So far, savings have been made in 
storage and shipping, where machines 
substitute readily for men. Relatively 
untouched is the manufacturing cycle, 
which piles up some 75 per cent of all 
materials handling costs. Modernizing 
here will increase production as well 
as cut direct costs. For example, pro- 
duction soared 400 per cent in one 
Westinghouse plant which revised a 
core-making operation around a con- 
veyor, monorail and pallet system. 

Tool designers are constantly im- 
proving handling equipment, making 
it more versatile. Fork trucks are 
smaller and easier to handle. Attach- 
ments are available to the basic truck: 
Rams carry hollowed objects like cast- 
ings, coils of wire, disks, etc. Cranes 
load flatcars, handle heavy stuff on the 
production line. Grippers carry cy- 
lindrical objects which they can up-end 
and deposit in vertical or horizontal 
position. Scoops handle bulk mate- 
rial—sand, chemicals, coal, fertilizer, 
etc. Another attachment with pneu- 
matic tubes set in four prongs moves 
unit-loaded building blocks without 
using pallets, and the “Pul-Pac” 
(Clark Equipment Co.) also eliminates 
the pallet. Its load must be piled on a 
piece of cardboard. 
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New pallets of steel, wire mesh, 
wood, aluminum or cardboard extend 
industry use of the principle. Most re- 
markable development is the “missing 
link” (Production Aids, Inc.), which 
loads pallets. Modern pushcarts, while 
not precisely in the fork truck pat- 
tern, should be mentioned. Platform 
trucks and hand trucks have been 
mechanized and motorized. 

Two complications remain to be 
solved before extensive application of 
materials handling equipment to manu- 
facturing itself. In the manufacturing 
cycle, where handling costs are hidden, 
savings do not show up as such. They 
are disguised as increased production. 
Yet expenses for the equipment do 
show up, and a board of directors look- 
ing at the books might fail to appre- 
ciate the value received for the ex- 
penses. 

Surveys for each suggested im- 
provement or a separate accounting 
system might turn out to be as expen- 
sive as the improvements made. The 
problem is not yet acute because now 
almost any improvement will produce 
obvious savings, but sooner or later 
accountants will have to be able to tell 
when and where additional refinements 
cease to be economical. 


The second complication concerns 
railroad freight rates on pallets. The 
roads see no reason why their freight 
charges should not include the regular 
weight charge for pallets, which weigh 
from 60 to 100 pounds and measure 30 
to 48 inches across. Since the average 





boxcar holds about 20 pallet loads, the 
pallets alone add up to a good bit of 
the car revenue and users find that 
these charges more than cancel out the 
savings from the mechanized loading 
and unloading made possible by the 
pallets. 


During the war the government 
paid the freight, but now most com- 
panies break the bulk down at the box- 
car door and load by hand. A materials 
handling society is forming, however, 
that will include manufacturers of 
handling equipment, a wide variety of 
users and industrial and engineering 
groups. Its first objective will be to 
consolidate industry’s divergent inter- 
ests before putting the case up to the 
railroads. 


The full effects of the evolution in 
materials handling may prove formid- 
able. Swift movement of materials al- 
lowing smaller inventories offers some 
cushion against sudden depression. It 
also encourages new plant construc- 
tion, since managements are beginning 
to realize that they cannot apply its 
discoveries best in existing plants. 


The effect on labor is significant, too. 
At times labor may be resentful at job 
layoffs occasioned by certain installa- 
tions. But in the long run, materials 
handling mechanizations will create 
more jobs than they eliminate. They 
will also create better jobs, substitut- 
ing semiskilled, higher-paid work for 
backbreaking labor. 


Fortune, June, 1948, p. 96:7. 


‘Alumni News” for Plant Papers 


|” daclngg Ss Drill & Tool Company, Chicago, has added to its monthly house 
organ, Republic News-Forum, a section devoted to brief paragraphs about what 
the company’s “alumni” are doing. Turnover at Republic isn’t excessively high, but 
people do leave—for other jobs, to have babies, etc—and the employee paper 
is attempting to keep track of them, let their friends know what they are doing. 
Former employees get the paper, too—and many are potential buyers of company’s 


products! 
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Unionization of Salesmen—tThe Present Situation 


ORE than 200,000 sales persons 

are already members of unions, 
according to union claims, and mem- 
bership drives now under way are rap- 
idly inching nearer the goal of some 
8,000,000 sales and distributive per- 
sonnel comprising the sales occupation. 


In many business organizations 
salesmen do not come under personnel 
policies covering plant and office work- 
ers. In many wholesale and manufac- 
turing firms particularly, they are 
considered representatives of manage- 
ment, not typically identified with 
labor. Yet the steady progress of or- 
ganization presages widespread union 
affiliation in the future. Sales repre- 
sentatives have already been organized 
in wholesale groceries, hardware, li- 
quor and beverages, bakeries, auto, 
apparel and textiles, and cosmetics. 


Salesmen may be classified as: (1) 
inside retail sales people; (2) outside, 
or house-to-house retail salesmen; and 
(3) wholesalers’ and manufacturers’ 
salesmen (selling in wholesale quan- 
tities). 

Two powerful unions are competing 
aggressively in the organization of 
5,500,000 inside sales personnel: The 
United Retail, Wholesale, and Depart- 
ment Store Employees of America 
(CIO) is the most active; the Retail 
Clerks International Association 
(AFL) is the oldest. The two groups 
claim a combined membership of nearly 
300,000. 

The CIO membership of about 125,- 
000 covers 100 cities in 32 states in 
the U. S. and nine cities in Canada. 
This union has been particularly ag- 
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gressive in organizing department 
stores, having contracts with John 
Wanamaker, R. H. Macy, Blooming- 
dale’s, Gimbel’s and others in New 
York City, as well as in other stores 
throughout the country. Retail stores 
of Montgomery Ward have been or- 
ganized in 13 cities. Efforts to orga- 
nize this company attracted wide atten- 
tion in 1944 when the Federal Gov- 
ernment seized its Chicago properties. 

More than 17,000 workers in ware- 
houses operated in conjunction with 
retail and wholesale establishments 
with which the union has contracts 
also have been organized. While not 
sales personnel, these workers play a 
role in merchandise distribution so 
closely related to selling that their or- 
ganization often means unionization of 
the sales force in the same corporation. 

The Retail Clerks International As- 
sociation (AFL) springs from a small 
group of retail sales people in Muske- 
gon, Michigan, organized in 1888. By 
1947 this union claimed a membership 
of 150,000 in the United States (in- 
cluding Alaska), Canada and many 
other countries. It has 56 locals on 
the Pacific Coast from Vancouver to 
San Diego; 17 locals in Greater New 
York; 11 locals in the Chicago area; 
and 11 in the Pittsburgh-Philadelphia 
territory. 

Other unions are the Teamsters 
(AFL), with an undisclosed number 
of driver-salesmen among a claimed 
total of 866,820 in 1946; and the Office 
Employees International Union, also 
AFL, with clerical workers from the 
sales departments of distributive en- 
terprises. 
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Retail sales people—most of them 
women—have been slow to recognize 
their need for union action, but the 
benefits derived are breaking down 
prejudice. Their unionization is of 
great significance to both manufacturer 
and retailer. Wages are the largest 
single item of department store oper- 
ating expense—having risen to some 
17 per cent of net sales. To compen- 
sate, retailers must increase sales vol- 
ume through better selection and 
training, more effective sales promo- 
tion, and mechanization and other 
improvements in merchandising. 

But retailing is predominantly a 
small-scale business. Department stores 
and chains are only 8 per cent of the 
industry, do only 30 per cent of the 
business. The other 92 per cent are 
single units averaging less than four 
salesmen per store, 35 per cent of 
whom are members of the owner’s 
family. Here unionization will con- 
tinue slow. It is the large retail out- 
lets which are faced with unionization 
and which must adapt their policies 
and methods to cope with the problem. 

Merchants are organizing, too. One 
such organization, the Retail Labor 
Standards Association, represents 
Macy, Bloomingdale’s, Gimbel’s and 
Saks. Another, the Greater New 
York Retail Furnishing and Dry 
Goods Association, recently signed a 
master agreement with the CIO local 
covering 1,000 sales persons for 350 
retail outlets. 

Outside (house-to-house) salesmen 
have not been organized to the same 
extent as inside sales people because 
(1) turnover is high; (2) many work 
for their own account; (3) commis- 
sions are usually high; and (4) out- 
side men are highly individualistic. 
However, while large-scale organizing 
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attempts are being withheld, particy. 
larly in the appliance field where stock 
is still short, it is the opinion of some 
manufacturers and sales managers that 
a drive here may be anticipated in a 
few years. 

The second line of union attack js 
the 2,500,000 wholesale salesmen sell- 
ing to retailers and institutions in 
wholesale quantities, already feeling 
the effects of union activity in their 
outlets and in their own unionized 
products plants, offices, or warehouses, 

Wholesale salesmen are more diffi- 
cult to organize because they are higher 
paid than retail personnel and consider 
themselves part of management, but 
organizers say it pays, for every such 
salesman controls 30 factory jobs. 
Efforts have been successful, however, 
only where compensation is low, work 
is routine, contact with management is 
limited, and contact with related union- 
ized groups is frequent. 

Most vulnerable are food and bey- 
erage industries which employ com- 
bination driver-salesmen. For example, 
the CIO claims $75 monthly increases 
for National Biscuit Company’s drivers 
in New York City. The AFL’s Team- 
ster Union has also organized in this 
industry and drivers of the large oil 
companies are generally represented 
by unions, though employers report 
little difficulty in dealings with either 
unions or men. 

Wholesale salesmen, who take orders 
but do not deliver, are not as exten- 
sively unionized as driver-salesmen 
chiefly because of closer contact with 
management, better pay and working 
conditions. However, scattered or- 
ganization is reported in food special- 
ties, autos and trucks, apparel and 
textiles, and attempts have been re- 
ported in packaged groceries, cereals 
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and other foods, though most manu- 
facturers note disinterest on the part 
of their salesmen. 

Contracts signed for wholesale sales- 
men contain such provisions as the 
one covering a large grocery products 
manufacturer, which specifies (1) 
union recognition, (2) a labor-rela- 
tions committee, (3) grievance ma- 
chinery, (4) minimum hiring rates, 
(5) vacation and (6) holiday provi- 
sions. These clauses reveal the areas 
of friction and weaknesses in sales 
administration. 

The National Federation of Sales 
Executives includes excessive paper- 
work, price policies, territorial disad- 
vantages and travel conditions among 
potential grievances favoring unioniza- 
tion. Its 14-point Creed is designed 
to improve relations and _ forestall 
unionization by raising standards of 
training and compensation, simplifying 



















paperwork, and opening the way for 
individual settlement of grievance$.* 

Fundamentally union progress in 
the sales occupations depends on the 
caliber of sales personnel administra- 
tion. Union leaders confirm this view. 
However, the reluctance of many sales 
managers to adopt fair policies prom- 
ises serious problems. Costs of selling 
will increase, commodity prices will 
rise, control of salesman activity will 
weaken, and management can look for- 
ward to prolonged negotiations not 
always concluding satisfactorily for 
either party. Sales managers who 
take steps now to put their personnel 
policies in order will avoid serious 
union problems later. 

By BertraAnp R. CANFIELD. Print- 
ers’ Ink, May 28, 1948, p. 34:7; and 
June 4, 1948, p. 42:7. 


* See THe MANAGEMENT Review, August, 1947, pp. 
429-30; and October, 1947, pp. 541-42. 


Mechanical Predictor Supplies Vital Market Data 


RE you thinking of selling electric heaters in West Overcoat, Wyo.? Then 
how would you like a crystal-gazing job done for you by the Bureau of the 


Census with Univac—the Bureau’s new electronic computer? 


It will tell you 


whether you'll make millions or land in the poorhouse with your new venture. 
1. First, Census collects all its information on West Overcoat from Popula- 


tion, Business, and other Census files. 


2. It feeds this information, already on punch cards, into a unit which trans- 


fers all the data to a magnetic tape. 


3. Census then takes another tape already prepared, which carries full instruc- 
tions for Univac on problems of starting new retail businesses. 

4. A third tape is prepared with all the information required for your par- 
ticular case: that the business is for electric heaters, will cost $150,000, will handle 
only the antarctic brand—any information which the business man must have. 

5. Finally, Census feeds all the data into Univac, which does the rest. In a 
matter of minutes, Univac determines things like present consumption in West 
Overcoat, number of retail and wholesale stores already there, whether there is 
electric current, whether there are enough people there, etc. 

After combing all the facts supplied, Univac figures them against the formulas 
on the instruction tape: multiplies, adds, subtracts, extracts square roots, manipu- 
lates 10-digit figures, and comes up with the answer, which might be (a) “There 
are already 30 such stores there; it won’t work.” Or (b), “You’re rich—open 


up quick.” 


The Bureau of Standards, creator of Univac, expects the first machine to be 
ready in about 18 months. The Census will test it in 1950. After that, look for 


Census aids to business to increase. 
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: Salesmen Appraise Their Bosses and Jobs 


UST what do your salesmen think 

of you, your company, and com- 
pany policies? What might they tell 
an outsider that they might be afraid 
to tell you? To answer these ques- 
tions, Sales Management solicited the 
reactions of 274 grocery dealer sales- 
men to a four-page list of questions 
prepared by the magazine staff in co- 
operation with the Grocery Manufac- 
turers of America. 

Median age of those polled is 34, 
the model age group 31 to 35. Median 
length of service is five years. Nine 
out of 10 men are married. Returns 
would indicate the crucial period in a 
salesman’s employment as his second 
or third year with the company. In 
his first year he is in a wait-and-see 
mood. Later he becomes critical of 
anything which seems to be retarding 
his progress. He either finds a way 
to correct matters or he gets out or 
becomes reconciled to them. 

The longer he stays with the com- 
pany, the less a salesman is inclined to 
be critical, which may mean trouble 
spots have been removed—or perhaps 
he has become a dispirited hack. The 
other period during which the average 
salesman is inclined to be critical is 
somewhere in the 6-10 year bracket, 
coinciding with the period when he is 
likely to have a growing family and 
growing expenses. 

In the main the report is a positive 
one, with most respondents answering 
all questions and taking full advantage 
of “write-in” remarks under the vari- 
ous questions. Nor were respondents 
shy about voicing criticism. 

Asked to check good attributes of 
their branch managers, seven out of 
10 and more rated their bosses with 
(1) a good knowledge of business as 
a whole; (2) high intelligence; (3) 
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ability to lead and inspire; (4) un. 
flagging enthusiasm; (5) friendliness 
and affection; (6) ability to practice 
what he preaches; (7) sympathy to- 
ward the men’s problems; (8) good 
organizing ability; (9) tact; and (10) 
willingness to get out in the field. Six 
out of 10 felt he had skill in selecting 
and training. 

Most important write-ins were that 
the boss is fair, one of the men, a good 
fighter for the men, an excellent sales- 
man himself, one who gives a free 
hand, and a man with an excellent 
personality. 

A list of typical gripes elicited re- 
sponses from 172 men on at least one 
score. Between two and three out of 
10 felt their manager too detail- 
minded. One out of five thought he 
didn’t get out in the field enough. 
Less than one out of five complained 
of rare praise and too much criticism, 
while about the same number felt that 
their managers take an egotistical, su- 
perior attitude or fail to make prompt 
decisions. About three in 20 said the 
manager lacked interest in their prob- 
lems or that he plays favorites. 

Over half the respondents are paid 
on a straight salary basis, while more 
than a third receive weekly salary and 
bonus. There is fairly general accep- 
tance of the pay plan in effect, though 
about one in three are dissatisfied. 
Of these, 71 men are on straight sal- 
ary and 22 on salary and bonus. While 
only 15 of the men are on salary and 
commission, 33 others said they would 
like to be paid on this basis. 

Some three out of five respondents 
feel that they receive less compensation 
than they deserve, while nearly all the 
rest think their pay just about right— 
a pretty good ratio in view of the fact 
that most workers think they are 
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underpaid. A high majority (67 per 
cent) reported expense allowances 
satisfactory, with 11 per cent express- 
ing dissatisfaction over allowances for 
meals and over 6 per cent definitely 
dissatisfied with auto and out-of-town 
expenses. The rest think allowances a 
trifle too low. 

_In general, the survey reveals, the 
men appreciate the safety and security 
benefits in effect. Three out of five 
belong to a company retirement plan 
and four out of five enjoy a company 
health and medical insurance plan, 
while nine out of 10 are covered by 
group company life insurance. Only a 
few of those covered would prefer to 
buy any part of their protection in- 
dividually. 

Most salesmen are inclined to think 
their territories too small and usually 
squawk when it is cut to accommodate 
an addiiton to the force, but almost a 
third of the pollees said their territory 
was too large. Only one out of 25 
thought it too small. 


Eighty per cent of those questioned 
have received some sales training from 
their present employer. Of the men 
trained, over half feel that the training 
was really helpful, while 22 per cent 
say it left a lot to be desired and 14 
per cent complain that the training 
received was practically negligible. 
Write-ins call for a longer training 
period, more variation in training, 
greater timeliness, more refresher 
courses, more training on the job, and 
more information on how products are 
manufactured. 


Almost all respondents (97 per cent) 
attend group sales meetings. Fourteen 
attend them weekly, 26 semi-monthly, 
42 monthly, and 178 at other intervals, 
mostly quarterly. As to their value, 
174 of the men say they get a lot out 
of these meetings. Thirteen think they 
are a waste of time and 49 feel they 
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are necessary but could be improved a 
lot. Most important write-ins sug- 
gest more frequent meetings, better 
planning, more constructive ideas, 
elimination of detail, repetition and 
irrelevancies. 


Sixty-nine per cent of the men report 
that their companies conduct sales con- 
tests. Only 17 per cent of 189 men 
answering this question actively dislike 
contests, compared to 56 per cent who 
actually get a kick out of them and 27 
per cent who feel “so-so.” Fifty-two 
salesmen report contests held by their 
companies twice yearly, 36 report quar- 
terly contests, and 33 report contests 
annually, while 25 enter a new contest 
every month. 


Only 3 per cent of the total surveyed 
do not have to make out call reports 
or do other paperwork daily. Less 
than 3 per cent take less than 10 min- 
utes daily for this work. Thirty-three 
men spend 10 to 20 minutes daily, 88 
spend from 20 to 40 minutes, and 74 
take more than an hour for such work. 
On the other hand, 37 men do their 
paperwork on the job and 71 get it 
done both on the job and at home, 
while the majority (154) do it al! at 
home. 

Salesmen’s opinion of the effective- 
ness of seven chief types of advertising 
was also checked. Network radio 


‘ranked first in influence on their own 


territories according to those whose 
companies have such programs. Spots 
and local programs ranked last, and 
some complained of too little advertis- 
ing in this field. Magazines were 
ranked second in importance, store and 
window displays third, and newspaper 
ads fourth on the list. Business papers 
preceded outdoor posters in fifth place. 

Although some salesmen complained 
of poor packaging, most of the com- 
panies represented spend sizable sums 
on packaging and display equipment. 
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These advertising aids the salesman 
knows about because he shares respon- 
sibility for their use. He is also aware 
of network radio programs. But does 
he know the details of a spot radio 





and where magazine ads appear? How 
about trade paper advertising and out- 
door poster distribution? These are 
questions the poll could not answer, 
By Puitrp Sarispury. Sales Man- 





campaign, a newspaper series, or when agement, July 15, 1948, p. 41:4. 


How Many Calls? 


H OW many profitable calls per day can a supply salesman make? 

The extreme to which those obsessed with the idea of promoting more 
calls may be carried is exemplified by the story of the sales manager who put the 
heat on his salesmen to increase the number of their calls. One salesman who had 
been making an average of eight calls daily had, within a few weeks, stepped up the 
number of his calls to 16 per day. Upon being congratulated on his exceptional 
performance, he was slightly apologetic: “I believe I could have stepped it up to 
20 per day if some customer didn’t always insist on my stopping to take an order.” 

On the other hand, the salesman must expose himself to sales opportunities, 
The larger the number of adequate contacts he makes daily, the greater his chances 
for increased sales. 

It is probably impossible to fix on any specific number of calls per day as the 
best—the number that will allowthe salesman enough time to do a real job and 
still insure that he makes an adequate number of contacts. Some preliminary 
findings of a recent survey of distributor salesmen, conducted by Industrial Distri- 
bution, throws some light on the problem, however: 13 per cent of the salesmen 
make three, four, or five calls per day; 15 per cent make six calls per day; 15 per 
cent, seven; 20 per cent, eight; 20 per cent, nine or 10; 15 per cent, 11 through 15; 
2 per cent, more than 15 calls daily. 

It is significant that 70 per cent of the reporting salesmen indicated their daily 
calls to be in the six to 10 area. While all the factors bearing on the extremes above 
and below thisrange were not revealed by the survey, salesmen falling in either 
category would do well to question themselves on this aspect of their performance. 

—Wa ter F. Crowper in Industrial Distribution 8/48 


Commerce Department Aids Sales Managers 


ODAY more than ever the sales manager’s decisions must be based on sound 

factual material. Through the United States Department of Commerce, the 
government offers management a clearinghouse for facts on businesses of all kinds 
in this country and on foreign trade and tariffs and import and export regulations. 

Among: the many tools the Department makes available to management are the 
volume, New Ideas in Selling; the “E and O”—establishing and operating—series, 
which runs as high as 45 editions; weekly, semi-monthly, and monthly reports on 
various industries; the reports of the Bureau of the Census, which provide val- 
uable material for those planning a market survey or sales campaign (e.g., the 
Census of Manufactures; the Bureau of the Census population trends showing 
the migratory effects of the war on populations, how populations are employed, 
what their incomes are, etc.; the Farm Census). 

Among the services offered by the Department is the Office of Scientific and 
Technical Services, which computes and documents all the know-how taken from 
Germany and Japan during the war. Those documents are available for $3 or $6, 
depending on whether the material is microfilm or photostat. Reprints of mimeo- 
graphed material can be obtained for 50 cents. 


—Orin C. Rocers in Preceetinos of the 4th Annual Conference of Sales Managers 
of Ohio Industries 
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N its starkest sense, marketing is ma- 

terials handling. 

Once it’s made, a package of break- 
fast food is just that. You can’t add 
to its vitamins, its taste, or its crispness. 
All you can do thereafter is shunt it into 
the reach of consumers, and urge them 
to buy it. 

Some interesting data is now piling 
up at the University of Illinois, at 
Urbana, on marketing as a materials- 
handling proposition. The author of 
most of it is Dr. Paul D. Converse, 
Professor of Marketing. As the result 
of studies on retail trade areas, Con- 
verse has devised a general formula 
to indicate where to push various types 
of goods—and where not to. To some 
extent, this work comes down to statis- 
tical confirmation of common sense. 
But in view of the number of retailers 
and manufacturers who annually fail, 
the formula is at least worth looking at 
before making decisions. 

The Converse formula starts with 
the following basic propositions : 

(1) There are three types of trad- 
ing centers: One is a “primary cen- 
ter’—usually in a bigger city, and 
notable for its stock of relatively expen- 
sive fashion merchandise. Another is 
the “secondary center”’—usually in 
smaller towns where stores sell in the 
popular-price range. The third is the 
“village” or “neighborhood center” 
selling for the most part bulk and con- 
venience goods. 

(2) There are four categories of 
consumer goods: fashion; service; 
bulk ; convenience. 

(3) There is a twofold law of retail 
“gravitation”: The bigger a city, the 
more trade it will draw; but its hold 
on consumers diminishes in direct pro- 
portion to the increase in distance. 
Suppose, now, that you are bringing 
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Determining Your Distribution Area 










out a line of washing machines, and 
that it’s your first experience in the 
field. Should you try to get retail out- 
lets in all three types of trading cen- 
ters—an expensive business—or stick 
only to one or two types of area? 


By working a sort of calculus on his 
three propositions, Converse comes up 
with the following general rules: 


If your product is quality fashion 
merchandise, stick to primary retail 
centers. Quality fashion goods include 
high-style clothing, furniture and fur- 
nishings, jewelry, gift merchandise, 
furs. The purchase of such goods re- 
quires considerable deliberation on the 
part of the buyer ; so she will be willing 
to do some traveling to get what she 
wants. (But if you sell cheap fashion 
stuff—hosiery, for instance—distribute 
it everywhere. ) 


If your product classifies as service 
goods, sell in both primary and sec- 
ondary centers. This includes autos, 
tractors, farm implements, refrigera- 
tors, radios, washers, household appli- 
ances. Though purchases here involve 
good-sized outlays, the merchandise is 
standard. The buyer has no advantage 
to travel far to get it. And he definitely 
wants to have a dealer close by for ser- 
vicing and repairs. Don’t hit the very 
small trading areas, though—there 
isn’t enough business there to make it 
pay. 

If your product is bulk goods, get as 
wide a distribution as possible. ‘This 
includes coal, fuel oil, feeds, and build- 
ing materials such as lumber, brick, and 
cement. Delivery expenses here are 
big; hence retail outlets should be close 
to the consumer. (Makers of bulk 
goods sometimes avoid the headaches of 
wide distribution by working through 
agents or drop shippers. ) 
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If your product is convenience mer- 
chandise, distribute everywhere. This 
includes gasoline and oil, drugs, gro- 
ceries, notions, hardware, candy, work 
clothing, toilet articles. Standardiza- 
tion (including standard prices) is the 
chief characteristic of these goods. 
Hence the consumer shops for them as 
near by as possible. (Here again, since 
it’s a headache to get wide distribution, 
many manufacturers take a simple way 





out—they let the wholesalers do the 
job. ) 

Converse’s yardstick, of course, will 
work for a retailer as well as a manu- 
facturer. That is, a merchant who is 
thinking about selling mink coats in 
Pecatonica, Ill., had better think again; 
what he should be selling is nylon hose 
and housedresses. 

Business Week, July 17, 1948, p, 
74:1, 





New Survey of Annual Reports 


HE trend toward annual report 

modernization continues. In the 
largest harvest in the history of its an- 
nual survey—2,000 reports—Financial 
World rated 962 as “Modern,” and 
qualified them as candidates for final 
“Best of Industry” awards. The re- 
mainder of the total divided almost 
equally between those classified as “Im- 
proved” and “Unchanged.” 

Today more managements than ever 
before are utilizing their annual reports 
to shareholders as general public rela- 
tions media. Correspondence and dis- 
cussion with all classes of sharehold- 
ers during the past year offer proof 
that investors approve the “new look” 
in annual reports, appreciate both the 
greater quantity and wider variety of 
facts and figures supplied. About 10 
to one favored the more informative 
and illustrated statements. 

Primary purpose behind moderniza- 
tion is increased readership fostering a 
more wholesome understanding of the 
individual corporation and the Amer- 
ican enterprise system of which it is a 
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part. Many case histories show how 
intelligently produced reports have 
corrected misunderstandings, contrib- 
uted to the sale of products and serv- 
ices, and are playing a part in influenc- 
ing public opinion away from leftist 
doctrine. 

The reports were rated on the basis 
of editorial and statistical content (60 
per cent) and format, illustrations and 
typography (40 per cent). Reports 
marked 90 or better were classified as 
“Modern” and won a Highest Merit 
Award; those short of 90 but showing 
improvement over previous years were 
rated “Improved” and given Honor- 
able Mention. Almost half, or 48 per 
cent of the 1947 crop (962 reports) 
qualified for a top rating. They will be 
candidates in the final judgment which 
will award bronze “Oscars of Indus- 
try” in 100 industrial classifications. 

A comparison of current reports and 
those of former years shows over-all 
quality improvement. Starting in 1940 
with 250 reports, the survey has added 
250 additional reports to the total each 
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year, reaching 2,000 in the latest crop. 
In 1940 only 6 per cent of all reports 
were rated “Modern”; in 1942, this 
rating applied to 21 per cent of the 
750 judged; and by 1944, 30 per cent 
of 1,250 reports hit the top bracket. 

Reports not improved decreased 
proportionately, from 78 per cent of the 
total surveyed in 1940 to 26 per cent 
last year, thus revealing a steady im- 
provement among an increasing num- 
ber of firms surveyed. 

Number of pages was increased in 
526 reports (26 per cent) over last 
year’s—possibly an indication of in- 
creasing availability of cover stock and 
inside paper. Quality of paper in 
“Modernized” and “Improved” reports 
also showed marked improvement. 

Lettersize has become the most 
favored trim size for reports, with 
around 80 per cent of all reports mea- 
suring 8% by 11 inches or thereabouts. 
This so-called “file size” provides ade- 
quate space for comparative statistics, 
for maps, charts, and photo displays. 
“Short-side” rather than “long-side” 
bindings in 45 reports allowed a wider 
variety of page layout. 

“Dual reports” (a conventional fi- 
nancial statement in one booklet, plus a 
pictorial supplement, a copy of the 
house organ or the employee’s report) 
have not taken hold to any great ex- 
tent. Only 14 corporations utilized 
this technique, comparing with 15 in 
1946. Two companies used the house 
organ as report supplements, however, 
and three others converted a whole 
issue of their house organs into their 
annual report to stockholders. This 


; treatment probably has the higher read- 


ability of magazine format designed for 
popular appeal. 

Five corporations featured a pocket 
or slot on their back covers for extra 
literature, and 50 used “gatefolds,” or 
éxtra pages which fold out from the 
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page trim for special displays. Only 
four reports had plastic spiral bindings, 
giving the brochure an expensive effect 
—which may be frowned on by share- 
holders. 

Attractive and colorful cover de- 
signs are the most popular method of 
attracting reader attention. Eleven 
corporations used spirit varnish or 
special high-finish coatings on their 
covers. Metallic inks were used in 
cover designs and illustrations, in cop- 
per, aluminum, silver, gold or green 
gold, by 29 different companies. 


Reports show widespread adoption 
of the practice of featuring any “round 
number” anniversary rather than con- 
fining special anniversary issues to 
quarter- and half-century birthdays. 
Illustrations, charts and maps run the 
gauntlet in variety of subject matter 
and presentation. ‘Two hundred of the 
“Modern” reports feature maps to 
locate plants, branches, offices, distrib- 
utors, retail outlets and other appro- 
priate data. 


More corporations are furnishing 
statistics about their shareholders, too. 
Four companies used charts and six 
companies used maps for this purpose. 
There is also a “new look’ in modern- 
ized charts. The pictorial graphics that 
featured row on row of faceless figures 
and other static symbols are giving 
way to the three-dimensional or per- 
spective chart that makes the trend 
“stand out.” Forty-three companies 
used these charts in various ways. 


Tables of contents and indexes for 
reports are on the increase. While 
only 67 reports in the Merit Award 
class used a contents page or panel, this 
compares with 24 a year ago. One in- 
surance company featured cut-out page 
tabs throughout its brochure. 

An increasing number of corpora- 
tions are sending their reports to em- 
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ployees’ homes or make them available 
upon request. Annual reports are also 
being sent with a letter from the com- 
pany president to selected lists of 
“opinion molders” both at the national 
and community levels. Annual report 
advertising for increased readership is 
on the upgrade, too, primarily in big 
city newspapers, financial publications, 
business and labor journals, and plant 
community newspapers. 

Progress in films is slow, but televi- 





sion promises a greater future. Thus 
far, five companies have reported the 
use of films for annual reports, three 
of which are in color. And this year 
one company pioneered on the air 
waves in a 15-minute program over a 
coast-to-coast network — further eyi- 
dence of the trend toward broader use 
of the annual report in the corpora- 
tion’s public relations program. 

By Weston SmitH. Financial 
World, July 7, 1948, p. 7:9. 


Continuance of Deceased Executive's Salary to His Widow 


TAX deduction by an employer 

for continuance of an employee’s 
salary after death to his widow or 
heirs may be sustained on one of three 
bases: (1) where there was no agree- 
ment with the employee to continue 
such salary, if the payments are main- 
tained for “a reasonable period of 
time” (as discussed below); (2) if 
the employer can demonstrate a con- 
tract with the deceased employee, pro- 
viding for such salary continuance; 
or (3) if it can be proved that the 
employee was underpaid during life. 

According to Regulation 111, Sec. 
19.23(a)-9: “When the amount of the 
salary of an officer or employee is paid 
for a limited period after his death to 
his widow or heirs, in recognition of 
the services rendered by the individual, 
such payments may be deducted.” 

In I.T.3329, two years was used as 
an example of a reasonable time. 
Under the quoted Regulation, no con- 
tract need be demonstrated nor any 
inadequacy of payment to the employee 
during his life. “Reasonable time” is 
not necessarily limited to two years, 
however. In W. D. Haden Co. CCH 
Dec. 15, 103(M), April 9, 1946, pay- 
ments in the fifth and sixth years 
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following year of decease were held, 
under the circumstances of that case, 
not to be within a “limited period.” 

Under what circumstances may pay- 
ments be extended beyond a two-year 
period? Each case is a law unto 
itself. 

In one case, a 60-year-old valuable 
employee, who owned no interest in 
the petitioner, contemplated leaving 
the petitioner’s employ and going into 
business for himself to build up an 
estate to leave his wife. To prevent 
this, the petitioner entered into an 
agreement with him to pay his widow 
a maximum of $12,000 per annum out 
of the net earnings of the firm’s St. 
Louis office, payments to last for the 
widow’s lifetime. The employee died 
in 1931. It was held that the pay- 
ment to the widow pursuant to the 
agreement was deductible. The board 
said: “. .. We hold that the $12,000 
here in question was an ordinary and 
necessary expense, paid or incurred by 
petitioner during the taxable year in 
connection with its business, and is 
deductible from gross income” (See 
Seavey & Florsheim Brokerage Co. 
CCH Dec. 10, 978, 41 BTA 1%, 
1940.) 
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It is therefore important, where pay- 
ments are continued for more than a 
two-year period, carefully to search 
the records of the corporation, includ- 
ing the minutes of its meeting of 
directors or stockholders, to determine 
whether a contract, oral or written, 
express or implied, was made with 
the deceased employee during his life. 

We now pass to the third situation. 
Here the period of payment covers 
more than two years and there is no 
agreement, oral or written, express or 
implied, providing for salary continu- 
ance. 

Nevertheless, we infer from the 
Haden case that where the employee 
had been paid during his lifetime at a 
rate below, “ . the usual and cus- 
tomary scale of compensation for his 
service” then any such deficit in reason- 
able lifetime compensation may be 
made up by payment to his family after 
his decease. In such cases, the deduc- 
tion may be sustained on one of three 
bases : 

1. The doctrine of long-term com- 
pensation developed by the United 
States Supreme Court in Lucas vs. Ox 
Fibre Brush Co. cited hereafter. 

2. The interference of a contract 
implied in fact because of underpay- 
ment so as to bring the case within 
the doctrine of the Seavey case, or 

3. The construction whereby a “rea- 
sonable time” would be inferred to con- 
stitute that time necessary for the 
employer to make payments to the 
widow in an amount necessary to ag- 
gregate the underpayments made to the 
employee during his life, so as to bring 
the matter within the doctrine of the 
Regulation quoted before. Under this 
theory, which seems to be the most per- 
suasive of the three, it may be con- 
tended effectively that neither the em- 
ployer nor the widow should be preju- 
diced because the cash position of the 
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employer was such that all the pay- 
ments could not be made within two 
years following the death of the em- 
ployee. 

The rationale of the foregoing theory 
is inferred from the language of the 
Haden case, cited before. 

“The services had been rendered by 
the employee prior to his death in 1935. 
The Supreme Court has held that the 
services need not be actually rendered 
during the taxable years. See Lucas v. 
Ox Fibre Brush Co., 281 U. S. 115 (2 
USTC 522), in which the deductions 
were allowed for reasonable additional 
compensation granted to employees 
during the taxable year in recogni- 
tion of services rendered in prior 
years. In this case, we have found 
that the payments were made partially 
in recognition of services rendered by 
the decedent, but we have also found 
that the poor circumstances in which 
the widow was left by his death was an 
equal, if not the primary, inducement 
for the payments. Furthermore, we 
have found that the decedent during 
his lifetime was paid at the usual and 
customary scale of compensation for 
his services. On these facts, and in 
the absence of any other evidence 
relating to the value of the services 
actually rendered, we are unable to de- 
termine that the payments are in fact 
additional compensation. The payments 
are to be limited to the widow’s life- 
time or remarriage. They do not have 
any relation to an amount representing 
the value of services rendered. Even 
if we could find an element of com- 
pensation in the payments, the facts 
do not furnish evidence that the pay- 
ments to the widow, when added to the 
salary previously paid, are reasonable 
(emphasis in the original opinion of the 
court) in amount for the services actu- 
ally rendered, as is required by the 
statute. 
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“In the absence of a finding that the ceiving his full due during his life and 
payments made to the widow are inthe that the employer intended to make 
nature of additional compensation, and _good the deficit when better times per- 
in the absence of a contract with the mitted. Also a careful check should be P 
deceased employee for such payments, made of the amounts actually paid to 
they must be considered as gifts which 4, employee during as many yea and 
are not taxable to the recipient under POE Filly EE EE "tet ‘ ve wid 
Section 1922(a)-2 of the pertinent POSS CSPencins 7 hel 
regulations.” available data may be found. If under- ) 
In- applying the Haden doctrine, a payment can be demonstrated, the doc- 
careful search should be made of cor- ‘Time im the Lucas case may be held to 
porate documents in order to establish 2PPly- 
the proposition that the employer was By Gustave Simons, The Eastern é 
aware that the employee was not re- Underwriter, May 21, 1948, p. 10:1. 3 
“ 
5 
6 
7 
Stockholder Relations 
ONSIDERABLE interest in company activities—e.g., new products, company 





plans, the future prospects, and, of course, the regular financial information— H 








was indicated by stockholders surveyed recently by Edward Stern & Co. Respond- 
ents approve of annual reports generally, but many more frequently issued forms larg 
were approved, and some even desire monthly information. There were, of course, the | 
some differences between men’s and women’s preferences, but none important enough R 
to warrant special campaigns or any other devices to influence stockholder relations nee 
programs. ; liste 
Each respondent was asked the extent of his interest in several types of infor- tion 
mation usually included in stockholder relations campaigns. Following are the 
results, with multiple answers: pape 
Very and 
Interested Interested Unnecessary 
I or 05 5 ninco scorip win 5d 20,60 eyow, Sosa 84% 14% 2% (4) 
IE 65 655505 ss cle dis <4 obielauiels s + +.0008 73 23 4 : 
Plants and products..........+--++.+es+s++0: 72 21 7 jour 
The company’s future with relation to the industry 74 16 10 ( 7) 
ee Se OE III 5 a5.5.0-0.0:0:0,0-0,0:0100 0:0.0.06 66 22 12 
bor-management problems and employee rela- Tl 
a caked did se. Din. de BS Sie bi46 0:09, 6:0 64 22 14 
The men who run the company..............-. 58 e 27 15 ment 
Advertising programs and plans.............+.. 40 28 32 oes 
Each respondent was then asked how he liked to receive information about the lud 
company. The results: clude 
A brief note with dividend checks. ..............0ceeceeeceeeeceeeceues 59% educ 
ee 2 oa 00d bo. bin'e.0'69.4:0:8 0:8: 055 010 6b. 0lbdeles 03.04.00 4010810 43% in-pl 
In four quarterly reports. .........ccccccccccsccccscccsccssesssccccccs 24% 7 P 
ee TTT TE EE OE 17% like 
In a monthly or bi-monthly magazine for stockholders.................... 10% 
In special booklets, each dealing with one subject.............eeeeeeecees 8% | ters, 
Every vote other than those for one annual report shows a preference for more repo: 
and more frequent information. The 10 per cent vote for monthly or bi-monthly | and t 
reports is a strong indication of the desire for more frequent reports since it shows 
how much a departure from the usual would be welcomed. The figures seem to and : 
show that a stockholder relations program should include: an annual report with sions 
the traditional type of financial information; some kind of regularly-issued bulletin th 
et 
or magazine; brief but informative folders with dividend notices ; occasional special 
mailings on subjects of particular and timely interest. M 
—Tide 5/14/48 profi 
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Telling Employees the Facts About Profits 


UBLIC opinion polls have turned 

up some odd ideas about profits 
and have also found those ideas to be 
widespread. Among the false notions 
held by the general public are: 

1. Company profits range from 20 to 

30 per cent of every dollar taken 

in. (Perhaps more surprising is 

the average man’s belief that 10 

per cent is a fair profit.) 

. Profits are a larger portion of the 
sales dollar than wages. 

. Profits are idle dollars in the bank. 

. All profits go to stockholders. 

Most stockholders are rich men, ° 
and chief among them are the of- 
ficers of the company. 

6. Profits are something in the nature 

of a gift to the owners, something 
obtained without work. 

7. Profits exist only in capitalist so- 
ciety. In economic societies like 
Russia production is for use, not 
profit. 

How do employees and the public at 
large get their ideas about profits? In 
the poll of railway workers by Opinion 
Research Corporation, railway workers 
listed their major sources of informa- 
tion in the following order: (1) news- 
papers and magazines, (2) bulletins 
and pamphlets, (3) other employees, 
(4) company magazines, (5) rail trade 
journals, (6) union publications and 
(7) speeches. 

This would imply that advertise- 
ments in newspapers, radio time and 
community projects might well be in- 
cluded in a program of employee 
education, over and above the various 
in-plant media for reaching employees 
like employee magazines, manuals, let- 
ters, posters, payroll inserts, annual 
reports, individual contact, meetings 
and training courses for both employees 
and foremen, to correct wrong impres- 
sions and answer rumors concerning 
the company and company profits. 

Management must tell its story about 
profits in such a way that it will be 
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read, believed, and remembered. Sin- 
cerity and simplicity are. essentials. 
Illustrations and cartoons play an 
important part in posters, magazine 
articles, advertisements and annual re- 
ports. Care should be taken not to 
cover too much ground at one time and 
not to write or talk at too great length. 
Two or three basic points should be 
made again and again, as it is axiomatic 
that most people learn by repetition. 

Emotional appeal is desirable. And 
ideas should be related to the experi- 
ence and self-interest of employees. 
Every effort should be made to show 
the common interest of management, 
stockholder and employees, or, as C. 
C. Carr, director of public relations at 
ALCOA says, “To get them to say we 
instead of ‘those so-and-so’s in the 
front office’.” 

In 1938 the Warner & Swasey Co., 
Cleveland, started a series of advertise- 
ments in national magazines, many of 
which have been reprinted and are 
available upon request. One ad, stress- 
ing cooperation and the common goal 
by a lead quotation from Samuel Gom- 
pers, “The worst crime against the 
working people is a company which 
fails to operate at a profit,” concludes: 

Government can’t legislate jobs, manage- 

ment can’t invent them, labor can’t force 

them—but all three, working together, can 
develop them. 

The railroads, which found that on 
the average people think they are mak- 
ing 15 per cent, actually earned 234 
per cent of their net property invest- 
ment in 1946. They publicized the 
figures, together with the 10 per cent 
the public thought would be fair, in 
newspaper advertisements throughout 
the country. 

In an issue of Republic Reports, Mr. 
C. M. White, president of Republic 
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Steel, attacks the notion that profit is 
the chief cause of high prices: 

. . Prices, after all, are the sum total 
of the costs that go into an article, plus 
a small—and it’s constantly growing 
smaller—allowance for profit. 

In Republic, for instance, 96 cents out 
of every dollar that the company received 
for steel was used for payroll, raw ma- 
terials, depreciation, taxes, maintenance 
and repairs, interest, and so on. Only 
4 cents of the dollar is what we term 
profit. 

Both employees and customers learn 
who Sears Roebuck stockholders are. 
The booklet, ““My Visit to Sears,” pre- 
pared for Sears employees at its Min- 
neapolis mail order store, says: 

Sears, Roebuck & Co., like most other 
large companies, is owned by stockhold- 
ers. Anyone may buy Sears stock and so 
become a stockholder—a part owner in 
the company. Among Sears stockholders 
are farmers, painters, machinists, car- 
penters, bricklayers, truck drivers, school 
teachers, laboring men, movie stars, doc- 
tors, dentists—more than 90,000 in all— 
in every walk of life, and living in every 
state in the Union. 

The idea that profits are a larger 
portion of the sales dollar than wages 
can be corrected readily in the annual 
report. Consolidated Edison of New 
York shows employees the distribution 
of its sales dollar for the year by means 
of a cartoon chart and General Mills 
advertised its annual report in news- 
papers by graphically dividing its sales 
dollar into slices of varying thickness 
from a loaf of bread comprising the 
total sales dollar, with a brief para- 
graph offering its full report upon 
request. Harrisburg Railways divided 





operations over the year into days—for 
163 days out of the 365, employees 
were working for themselves, 85 days’ 
income went to pay taxes, 26 days’ for 
the stockholder, etc. 

Some companies have set up machin- 
ery to meet rumors with facts. At the 
Erie plant of General Electric, any em- 
ployee who hears a rumor or who has 
a question concerning the company may 
write the works manager on a form 
printed in each issue of the plant paper, 
signing his name or not as he chooses, 
For the past nine years the manager 
has met monthly with a group of em- 
ployees to answer rumors. The min- 
utes of these meetings are published in 
the employee newspaper’s Monthly 
Rumor Clinic, but where the timeliness 
of the answer would be impaired by 
holding it for the Clinic, it is printed in 
the issue following its receipt. 

It isn’t so much that the public and 
employees generally know little about 
profits, but that they know too many 
things that aren’t true. Immediate suc- 
cess in eradicating these misconceptions 
cannot be expected. Lessons have to 
be repeated again and again. Educa- 
tion takes time. 


From Telling Employees About 
Business Operations: Profits. Policy- 
holders Service Bureau, Metropolitan 
Life Insurance Company, New York, 
59 pages. (Issued to Metropolitan 
group policyholders; limited supply 
available to fill requests of other execu- 
tives. ) 





¢e A CONTRIBUTORY PENSION PLAN covering over 1,000 salesmen has 


been effected by General Mills, Inc. 


Provisions include: (1) pensions starting at 


age 65; (2) disability pensions for incapacity after 10 years’ service before reaching 
65; (3) special pensions for those between 55 and 65 separated from the company 
through no fault of their own, if they have served 25 years; (4) benefits in the event 


of death during employment. 


Retirement benefits, including social security, average 


about 1% per cent of average annual earnings (salary and commission) received, 


multiplied by years’ service. 
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—Employee Benefit Plan Review, Mid-year, 1948 
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IRE and casualty insurance men 

today can barely recognize their 
once-placid trade. They have three 
main headaches: 

1. Public Law 15. Since July 1, in- 
surance has been subject to the federal 
antitrust laws in areas not regulated 
by the states. The McCarran Act of 
1945 (known in the trade as Public 
Law 15) gave the industry time to ad- 
just and the states time to sharpen 
their regulations, however. And even 
now, the Justice Department and the 
FTC plan no special action in the 
industry. 

State insurance regulation are by no 
means uniform. Some insurance men 
are even saying that it would be simpler 
to have the Federal Government do all 
the regulating, since insurance will be 
more complicated than ever before. 

2. Too Much Business. Net pre- 
miums in fire and casualty rose some 
25 per cent from 1946 to 1947. They 
could have gone higher if companies 
were not limited in the amount of new 
business they can take on. Here’s 
why : 

The costs of getting business—prin- 
cipally agents’ commissions and taxes 
—have to be paid out of surplus, since 
state laws require that premiums be 
deposited into a reserve fund until they 
are “earned.” On a three-year policy, 
for instance, one-third of the premium 
is earned at the end of each year, but 
the whole commission (usually about 
20 per cent of the premium) must be 
paid at the beginning of the first year. 

If the companies could get more cap- 
ital, they could write more business, 
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Big Day in Property Insurance 
































but the market hasn’t been very recep- 
tive to stock issues for the past couple 
of years. Lately, however, things have 
been looking better, and at least one 
company has announced plans to raise 
some $14 million. 

Because they can’t write all available 
business, the companies have been 
choosier in their underwriting. Insur- 
ance agents, trained to bring in all the 
business possible, find it hard to under- 
stand rejection of some business. Fire 
companies whose major expense is 
agents’ commissions have cut commis- 
sions in some areas and some lines, 
too, which has agents up in arms. They 
say their own expenses are going up 
and they fear these cuts as an opening 
wedge for further cuts. 

3. New York’s Uniform Account- 
ing System. Regulatory authorities 
are also interested in company ex- 
penses. Superintendent Robert E. 
Dineen of the New York insurance 
department (leader among state de- 
partments) says that a major problem 
in passing on fire rates is lack of uni- 
formity in expense accounting, despite 
uniformity in rates. On July 1 he an- 
nounced a uniform system of account- 
ing for all fire, casualty, marine and 
surety companies doing business in 
New York effective January 1, 1949. 
This affects more than 500 companies 
in the industry. 

The new system is the result of 
studies carried on since 1945 by New 
York’s insurance department and the 
National Association of Insurance 
Commissioners. Companies involved 
were consulted. Dineen believes that 
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the system will provide a foundation 
for cost accounting in insurance. Com- 
panies will know where premiums 
charged are too high or too low and 
the buyer will have a better idea of 
whether he is getting his premium’s 
worth. Premiums will be adjusted for 
all classes on a self-paying basis, and 
too low rates in some classes will no 
longer be paid for by too high rates in 
others. 





The companies affected will tend to 
use the New York system in the other 
states where they do business. While 
most insurance men accept the princi- 
ple, they would prefer a longer wait- 
ing period. Nevertheless, this is one 
headache that may pay dividends later 
on both to the companies and the 
buyers. 

Business Week, July 10, 1948, p. 
23 2. 


Analysis of Recent Group Annuities 


HE group annuity is only one of 

several types of retirement plans. 
In recent years trusteed plans have be- 
come very common. Some of the largest 
employee groups are provided bene- 
fits under plans administered by the 
employer and financed through a spe- 
cial liability account. Still another form 
of protection — that provided entirely 
by the individual—is also a highly im- 
portant element in the national picture 
of economic security. From the stand- 
point of the number of employees 
covered, however, the group annuity is 
the most important of the insured 
types. 

The number of plans in existence has 
grown greatly, and as eligibility re- 
quirements are met, too, the total cover- 
age increases. In fact, the Life Insur- 
ance Association of America estimates 
that as of December 31, 1946, nearly 
1,800 contracts were in force covering 
nearly a million and a half employees. 

The 376 plans analyzed in this study 
comprise approximately 70 per cent of 
the number of group annuities written 
in the United States by nine leading 
insurance companies since the latter 
part of 1942. The number of em- 
ployees covered as of the date plans be- 
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came effective is estimated at about 
235,000. 

There are three types of contribu- 
tion in group annuity plans. Under 
the non-contributory type (159 in this 
study), the employer bears the entire 
cost; under the contributory, the cost 
is shared, as in 202 of the plans 
studied here. Fifteen plans call for 
contributions on the higher portion of 
earnings and are classified as “partially 
contributory,” as they are non-con- 
tributory for the lower-paid employees 
and contributory for higher-paid em- 
ployees. 

With respect to benefits, there are 
two main types of plans. Definite- 
benefit plans provide, according to a 
predetermined formula, benefits gen- 
erally related to earnings and varying 
as earnings change. Of the 335 plans 
in the survey of the definite-benefit 
type, 325 are of the unit annuity type— 
that is, benefits are accrued on the basis 
of a small paid-up annuity purchased 
by each yearly contribution. Forty- 
one plans are of the money-purchase 
type. Under the money-purchase 
method, the benefit is the annuity 
which the combined contributions of 
employee and employer will buy on an 
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actuarial basis, the employer contribu- 
ting equally with the employee or a 
multiple of the latter’s contribution. 
For definite-benefit plans, the employ- 
er’s rate of contribution varies by 
attained age ; for money-purchase plans, 
the benefit varies by attained age. The 
trend in recent years is away from the 
money-purchase type. 

Only four plans make no eligibility 
requirements for entrance. In some 
plans eligibility is conditioned on earn- 
ings, plans covering only those in ex- 
cess of $3,000 annually accounting for 
about 8 per cent of the total. This 
requirement is usually for the purpose 
of coordinating the plan with social 
security benefits. Most common age 
requirement is age 30. More often, 
however, eligibility is based on service, 
with five years most common, closely 
followed by one year’s service. A ten- 
dency to increase the number of years 
of service required for eligibility has 
been noted. 

The normal retirement age for men 


‘ js 65 under 97 per cent of the plans; 


for women, it is 65 in 83 per cent of 
the plans. There is a sex differential 
in 15 per cent of the plans—the most 
usual five years, with normal retire- 
ment for women at age 60. In 83 per 
cent of the plans also there is provision 
for optional retirement within 10 years 
of normal retirement age, sometimes 
further contingent upon a given num- 
ber of years of service and/or partic- 
ipation. In 31 plans, disability alone 
or in combination was a condition. 

In all, 192 different benefit formulas 
are employed. The most common 
future benefit used is 34 per cent on 
the first $3,000 earnings and 1% per 
cent on the excess, found in 20 per cent 
of the plans. For past service, the 
most usual formula is 34 per cent of 
earnings (both below and above) for 
each year of service—applying in 23 





September, 1948 





per cent of all plans. A maximum 
limitation on all benefits is provided in 
159 plans, with 69 limiting maximum 
salary and 19 limiting annuity payable. 

In the 217 contributory plans, em- 
ployee contribution rates averaged 2.4 
per cent of the first $3,000 and 4.0 per 
cent on earnings in excess of $3,000. 
Under definite-benefit types the em- 
ployer pays the balance of the cost of 
future service benefits, while under the 
money-purchase types average em- 
ployer contribution is 4.2 per cent up to 
$3,000 and 5.6 per cent thereafter. The 
employer bears the cost of all past- 
service benefits on both types. 

The federal old-age and survivors 
insurance program bases its formula 
upon the first $3,000 in annual earn- 
ings, with that portion of the benefits 
based on the first $600 being relatively 
four times as large as on the next 
$2,400 of annual earnings. Thus the 
formula is weighted in favor of em- 
ployees with low incomes. 

One of the major government re- 
quirements of voluntary insurance 
plans is that a plan must not give 
relatively higher total benefits (count- 
ing FOASI benefits) to higher-paid 
employees than to lower-paid employ- 
ees. The Treasury Department’s rules 
naturally have influenced the selection 
of integrating benefit formulas, though 
similar formulas had been widely 
adopted before the Treasury’s deter- 
mination. 

The non-uniform benefit’ formulas 
currently used in many group annuity 
plans have as their aim a total benefit 
which varies less by earnings classes 
than does the benefit under FOASI. 
Thus, 243 plans (64 per cent) provide 
relatively larger benefits on earnings 
in excess of $3,000—or that portion of 
the income not covered by FOASI— 
and 31 plans omit all earnings below 
$3,000 from benefit calculations. In 17 
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plans the first $600 of earnings per There seems to be a trend away from 
year is omitted in recognition of the specific integrations of private plans 
higher benefits from social security on with old-age and survivors insurance. 





the first $600 earned. More plans have a uniform benef 

Only one plan had an integrating formula than in any of the Federal 
provision offsetting the amount of Security Agency’s earlier studies of Hu} 
social security benefits against the an- plans underwritten since 1935. Fyr- q 
nuities purchased under it. Under six thermore there has been a sharp drop 
others, social security benefits are in the percentage of new plans cover- 
taken into account in the maximum-or ing employees earning over $3,000 T 
minimum-benefit provisions. only—from about 13 per cent of the | cont 

One form of coordinating the in- 1939-42 plans to 8 per cent of those ate 
cidence of benefits is called the Social presently studied. However, definite ran 
Security Adjustment Option and ap- recognition of social security benefits is | ing, 
pears in 161 plans (43 per cent). It present in some 75 per cent of the plans = 
provides that in case of retirement studied, even though the benefits under is n 
before 65, benefits may be adjusted so all plans studied supplement those of pane 
that the employee will receive a level the FOASI program. Bee 
retirement income (including estimated “Analysis of Recent Group Annui- | use | 
FOASI primary benefits payable after ties Supplementing Retirement Bene- on 


65) throughout retirement. Normally fits Under Old-Age and Survivors | ance 
all payments of annuities under the Insurance,’ by Weltha Van Eenam. § whic 
plan would be in equal amounts; but Federal Security Agency, Social 
where the option is exercised, they will Security Administration (Actuarial | wide 
be larger before age 65 than after- Study No. 25, February, 1948). 56 { of « 
ward. pages, offset. * Pro 





Ali States Now Covered by Workmen's Compensation Laws 


ORKMEN’S compensation laws are now on the statute books in all the 48 

states. Mississippi, the last state to provide protection for workers injured 
in industry, joined the other 47 states in April, during the current legislative session 
(the act becomes effective January 1, 1949). These laws which consider the cost 
of work injuries part of the expense of production, are designed to assure prompt 
payment of benefits to injured employees or to dependents of those killed in industry, 
regardless of fault. 








To make certain that benefit payments will be made when due, the state laws Reta 
require that the covered employer shall obtain insurance or give proof of his D 
qualifications to carry his own risk. In most states, the employer is permitted to D 
insure with private insurance companies. State insurance systems have been set | ec 
up in 18 states, and in six of these the employer is required to insure in the state Print 
fund. In all but six states, the laws are administered by boards or commissions © | ti 
or by the labor department. The agency hears disputed cases, investigates and th 
passes on facts, and makes awards. In the six states where there is no such os 
administrative body, the whole job rests with the courts. pa 

In 39 states, workers receive compensation for injuries arising out of employ- 
ment, whether the injury is caused by a sudden happening (an accident) or by Prin 
gradual onset of an occupational disease. In about half the states where occupa- B 
tional diseases are covered, the laws apply to all diseases (general coverage), while. Sc 
in the other states compensation is limited t» diseases enumerated in the law (sched- 30 
ule coverage). 

Under the workmen’s compensation laws the injured worker is entitled to money THE 
payments during his disability as well as to medical care, and in some states rehabili- AG 
tation or aid in retraining is provided if the worker has become unfitted for his D 
accustomed job. Compensation is paid to the worker’s dependents in case of death. ss 


—Labor Information Bulletin 
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Human ProsteMs IN INnpustry. By Nora 
M. Davis. Nicholson & Watson, Ltd., Lon- 
don, England, 1946. 127 pages. 6s. 


Reviewed by Joseph Tiffin * 


This attractive and well-illustrated book 
contains a highly effective and conservative 
presentation of the advantages to manage- 
ment and employees of personnel tests, mo- 
tion and time study, systematic operator train- 
ing, good working conditions, and other 
similar items that have shown considerable 
development over the past decade. No effort 
is made to “over-sell” personnel tests as a 
panacea for all employment problems. The 
case for tests is presented, quite properly, in 
terms of facts and figures showing how the 
use of personnel tests has reduced the pro- 
portion of unsatisfactory employees placed on 
certain typical operative jobs. The import- 
ance of validating the tests for each job for 
which their use is contemplated is emphasized. 
This point of view is far different from that 
of recommending certain specific tests for 
wide general use, without going to the trouble 
of determining what relationships actually 


"Professor of Industrial Psychology, Division _of 
Education and Applied 
versity, Lafayette, Ind. 


Psychology, Purdue Uni- 





RETAILING PRINCIPLES AND MEtTHops. By 
D. J. Duncan and C. F. Phillips. Richard 
D. Irwin, Inc., Chicago, 1947. Revised 
edition. 746 pages. $6.00 


Printers’ Ink Refresher Course in Adver- 


tising, Selling, and Merchandising. By 
the Staff of Printers’ Ink. Funk & Wag- 
nalls Company, New York, 1947. 249 
pages. $4.00. 


PRINCIPLES OF INDUSTRIAL MANAGEMENT. 
By E. A. Allcut. Sir Isaac Pitman & 
Sons, Ltd., Toronto, 1947. Fourth edition. 
308 pages. $4.00. 


Tae Rote or GoveRNMENT IN Lasor-MAN- 
AGEMENT Propuction COMMITTEES. By 
Doris Duffy. The Catholic University of 
America Press, Washington, D. C., 1947. 
227 pages. $2.50. 
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exist between test scores and a reliable crite- 
rion of job success. 

A sound and conservative point of view 
has been followed also in presenting typical 
studies in the fields of training, motion and 
time study, and working conditions. Through- 
out, the charts which present graphically the 
results of the studies chosen for illustration 
are attractive as well as meaningful and ac- 
curate. 

Perhaps the major weaknesses of the book 
are the lack of references to original sources 
from which the studies cited were obtained 
and, more important, failure to refer the 
reader to recent books and literature which 
give the technical details of procedures that 
must be followed to accomplish results such 
as those so well described. The references 
are limited to a reading list of 15 titles on the 
concluding page of the book, and even this 
list is somewhat inadequate because the ma- 
jority of the works cited are somewhat dated. 

This little book provides information and 
facts that are needed, and it does so in an 
interesting and informative manner. It is 
hoped that the work will receive adequate 
publicity and distribution in the United States, 
Both management and labor in this country 
will profit from following the advice and 
recommendations which it contains. 


LE RES 


ANNuAL Dicest oF STATE AND FEDERAL 
Lapor LEGISLATION: Enacted August 1, 
1946, to September 1, 1947. Division of 
Labor Standards, U. S. Department of 
Labor, 1947. Available from Superinten- 
dent of Documents, U. S. Government 
Printing Office, Washington 25, D. C 
119 pages. 30 cents. 


INDUSTRIAL AIR SAMPLING AND ANALYSIS. 
By Leslie Silverman. Industrial Hygiene 
Foundation, 4400 Fifth Ave., Pittsburgh 
13, Penna., 1947. 72 pages. $1.50. 


FUNDAMENTALS OF INDUSTRIAL ADMINISTRA- 
TION: An Introduction to Management. 
By E. T. Elbourne. Macdonald & Evans, 
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